aaa 
Pane 
, a - 


Reg. Appd. fer US Pot On 























HIIM 8S L1048130 
JANOINVHD CHSE 
NIELUYA & JINIUVID UN 


UILUVHD WSOISS 900P29 





ae 
wae 
TE 


Painting by Rockwell Kent—‘‘Plantation in Sao Paulo” 
Brazil’s Coffee Becomes a Dollar Harvest 


OFFEE is the key to trade with Brazil. The United States 

is the biggest single customer for Brazil’s coffee, cacao 
beans for cocoa and chocolate, castor beans for industrial oils, 
babassu nuts for soaps and edible oils, and manganese for 
steel making. 

Brazil supplies half the world’s coffee demands, and the 
United States takes from Brazil half of that country’s coffee 
production. United States industry needs Brazil’s diamonds 
for industrial abrasives. Brazil’s carnauba wax makes the 
finest polishing waxes. 

Brazil is on the threshold of development. Use of her agri- 
cultze, forests, minerals, and industrial facilities is yet to be 
expanded. Even so, in peacetime Brazil has ranked fifth in 
importance in United States foreign trade. 


With four branches in Brazil, and 44 branches altogether overseas, 
National City offers exporters and importers unequaled service 


in foreign exchange, credits and trade facts. Consult our Head 
Office or Branches. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York - 65 Branches in Greater New York 


Write on your business stationery for the Bank’s Monthly 
Bulletin on Econon,, Conditions. 


Yistt te Virld Widle Banking 


Member Federal Deposit Insurance Corporation. 


Charles R. Varty, Supervisor 
of our Brazilian Branches, 
started his career with this 
Bank in South America 29 
years ago. His long special- 
ization in foreign exchange 
and credit is typical of the 
experienced service avail- 
able to our customers. 


ACTIVE OVERSEAS BRANCHES 


ARGENTINA COLOMBIA 
Buenos Aires Bogota 
Flores Barranquilla 
Plaza Once Medellin 
BRAZIL Havana 
- de Janeiro Cuatro Caminos 
rnambuco Galiano 
Santos La Lonja 
Sido Paulo Caibarien 


Cardenas 
CANAL ZONE Manzanillo 
Balboa Matanzas 


Cristobal Santia go 


CHILE ENGLAND 
Santiago London 
Valparaiso 117, Old Broad St. 
CHINA 11, Waterloo Place 
Shanghai INDIA 
Tientsin Bombay 
Hong Kong Calcutta 


Every 3 seconds a customer is served overseas 
~~ . 
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Records of any German business, in- 
cluding those in the Russian and French 
zones, now may be obtained through the 


_~ Allied Control Council in Berlin as a re- 
_~ sult of an agreement among the four 


occupying powers. The agreement allows 
the military governments to learn the 
exact status of industries having branches 
or factories throughout Germany. Files 
of the German Government also can be 
obtained. Applicants must request spe- 
cific records or documents in writing. 
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The British Government is planning 
to impose a 100 per cent tax on fur coats 
in an effort to cut down domestic buying 
and increase exports. Shipments of fur 
coats from Britain have dropped sharply 
since restrictions on production for home 
use were lifted. 
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Norway is returning to her prewar 
place as a leading maritime nation. Re- 
construction of the merchant fleet is 
ahead of schedule and income from 
carrying charges of the fleet will amount 
to more than a third of all income from 
exports in 1946. 
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British exports reached 115 per cent 
of 1938 volume in May. The volume of 
exports has climbed to the present high 
from 50 per cent on the 1938 figure in 
December. As a result, the adverse bal- 
ance of trade for May amounted to only 
110 million dollars, compared to three 
times that amount in December. To 
achieve a favorable balance of trade at 
the prewar standard of living, British 
exports must reach 175 per cent of the 
average for 1938. 
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Complete files of patents seized from 
German and Japanese owners now are 
available in the Boston and Chicago pub- 
lic libraries and in the Washington, New 
York and San Francisco offices of the 
Alien Property Custodian. Included are 
8,000 chemical patents and 37,000 me- 
chanical and electrical patents, arranged 
according to Patent Office classification 
to facilitate searching. 
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Major petroleum companies of the 
world now are organizing their facilities 
to meet the greatly expanded need of 
international air lines for aviation fuel. 
Two U.S. companies have pooled their 
world-wide marketing facilities to offer 
service to air lines on a global scale. 








British and Dutch companies also are 
going after air-line business. 
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The German toy industry has been re- 
stored to the point where export business 
can be resumed soon. In the Nuernberg 
area, 1,000 factories employing 50,000 
workers are in operation. Shortages of 
coal, iron and skilled labor still are seri- 
ous problems for the industry. 
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Surveys of Australia’s mineral _re- 
sources are to be made soon to determine 
the extent of oil, uranium, thorium and 
other deposits. Oil explorations will be 
made in the Kimberley Basin in Western 
Australia and in New Guinea along the 
Gulf of Papua northwest of Port Mores- 
by. Uranium and thorium deposits known 
to exist in South Australia will be ex- 
plored. 
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To assist civilian transportation, Britain 
will release to the public 200,000 addi- 
tional surplus motor vehicles as soon as 
the vehicles are made available by the 
military services. The vehicles will be 
sold through dealers and will be in better 
condition than the 67,000 thus far re- 
leased, some of which were without 
motors. 
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Rubber factories in the U.S. zone of 
Germany now are producing tires for 
the Russian zone and machine belts for 
the Saar mines in the French zone. The 
Russians supplied 250 tons of buna for 
the manufacture of the tires. 


The United States is sending a delega- 
tion to Europe to negotiate treaties with 
Belgium, Holland and Luxemburg to 
eliminate double taxation. The treaties 
will end such taxation on estates and 
income and provide for administrative 
co-operation on tax matters. A similar 
treaty has been made with Great Britain. 
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Several essential services will be oper- 
ating on a part-time basis in New Zealand 
as a result of the dropping of compulsory 


‘labor controls. Severe shortages of man 


power have hit hospitals, transport serv- 
ices and the lumber and coal industries. 
Wage controls prevent increasing pay in 
these industries, and the Government 
will not relax the 40-hour week. New 
Zealand needs 15,000 to 20,000 more 
workers. 

















Exporters of — 


MACHINERY 
EQUIPMENT 
LUMBER 
BUILDING MATERIALS 
WOOD PULP © PAPER 
IRON © STEEL 
NON-FERROUS METALS 
_ CHEMICALS 
FOODS © FOOD STUFFS 


and Importers — 


providing facilities for sell- 
ing and distributing goods 
produced abroad and needed 


in America. 




































































Cable address: Herberco 


JOHN P. HERBER 
& Company, Inc. 


1411—4th Avenue Building 
Seattle 1, Washington 









































A progressive Export and Import 
House with World-wide contacts 



























































































The smart-looking Kirsten Cigarette 
Holder provides a cleaner, more 
healthful way to smoke cigarettes—for 
men... for women! 

By condensation, nicotine, tars and 
other throat-irritating residues are re- 
moved from cigarette smoke and 
deposited on the inside walls of the 
light-weight radiator . . . no messy 
filters to handle! 

With the built-in ramrod, the holder 
is easily and thoroughly cleaned... 
gun-barrel clean! There’s a quick- 
acting ejector, too! , 






Kirsten Pipe Company 
Dept. 352, Seattle 


AMERICA’S MOST DISTINGUISHED 
CIGARETTE HOLDER 


JULY 18, 1946 ¢ 1 










We had in last week’s issue what the newspaper world terms a 
“scoop.” Our comprehensive article telling of the abolition of the “black 
list” of German firms was published several days before the official an- 
nouncement which has just been made. This news is important because 
it means a re-establishment of trade relations between a large number 
of companies, all of whose operations were suspended during the 
war irrespective of whether or not they had any political connection 
with the Axis countries. 

© © o 

The little photograph you see on 
this page shows Joseph Fromm, our 
Tokyo correspondent, standing near 
the Emperor with whom he has been 
making a trip around Japan observing 
the reactions of the people. Mr. 
Fromm is wearing an overseas Army 
cap. 


























































We are pleased to announce the 
addition of three members to our staff. 

We have established a bureau at +* ' 

Mexico City and have placed in charge The Mikado and World 
Richard A. Yahraes. He was born in mepecter Foomme 
Easton, Pa., graduated from Ursinus College with honors, majoring in 
political science and international affairs. He worked on various news- 
papers and the Associated Press. When the war came, Mr. Yahraes 
entered the U.S. Department of State, working closely with the 
Division of American Republics and the Office of Inter-American 
Affairs. For two years, he was a writer and adviser on the staff of 
En Guardia, published in Spanish, Portuguese and French by the 
Office of Inter-American Affairs in Washington. 

From Mexico City, Mr. Yahraes will also make frequent trips to 
the Republics in Central America for World Report. 

Another addition to our staff is Charles Schwarz, who has been 
active in newspaper work in Chicago and Washington for many years. 
He was until recently at the Treasury Department as an assistant to 
the Secretary of the Treasury in charge of the office of information 
there. Mr. Schwarz has a valuable background in writing finance and 
business news, and has joined our economic staff. 

Another addition to the World Report staff is William A. Kinney, 
who comes to us after 15 years of service with the Associated Press as a 
writer and editor. During the war, he was for four years an intelligence 
officer of the Army Air Forces, specializing in political as well as mili- 
tary intelligence emanating from various parts of the world. 
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FROM THE CAPITALS OF THE WORLD 



































In more immediate terms, the world situation suggests this..... 

Peacemaking conference of 21 nations in Paris is not to change the 
tight-fisted bargaining of the Big Powers; is not to be much more than 
a ratification of earlier decisions. You get the outlook for this 
meeting on page 5. 

Absence of progress on getting Germany into operating order is 
more important to European recovery than the five treaties which now 
are close to their final form. 








Above and beyond the present clamor over peacemaking, the world 
soon is to hear a great deal about the real issues of peacemaking. = 

Discussion of the control of atomic energy is a starting point. 

Comparison of Baruch's plan with Russian ideas is a beginning. 

Actually, the whole concept of using the United Nations’ machinery 
as a world policeman is sure to be restudied and hotly debated. 











This is the way planning runs up against realities..... 

Baruch's proposal of an international authority responsible for 
atomic energy, with its own inspectors, is a big but incomplete step. 

At the heart of the problem is the question of punishment for 
violators seeking to use atomic energy for destructive purposes. 

The Baruch approach would be to eliminate any veto of punishment 
such as the Big Powers now enjoy in the U.N. Security Council. 

Dropping the veto by itself is likely to achieve nothing. 

An aggressor nation, heavily armed, would be free to go its own way, 
ignoring anything short of military coercion. 

Punitive action on that scale would be war to prevent war. 

But basically, it is Baruch's intention to banish all war. 























The result is to broaden the designs for peace now offered..... 
Baruch's associates are stressing the need of world disarmament. 
sweeping reductions in weapons and armed forces are suggested. 
Eventually, national military establishments would be little more 
than constabularies for purely local purposes. 
Real power then would rest in a supreme police force of all the 
United Nations; on that basis, the U.N. might arraign and punish any 
agressors handily, for no single nation would have decisive force. 
All in all, machinery of the United Nations would reappear ina 
| new form very close to world government. 

















(over) 
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(Continued) 


Firm trends are yet to be established, but these are samples of 
the present thinking, illustrations of the controversy to come. 


In the Western Hemisphere there is this to watch..... 

Dr. Ezequiel Padilla, former Foreign Minister and long a friend of 
the U.S., ran better than expected in Mexican presidential election. 

Miguel Aleman, ex-Minister of Interior who had the Administration 
political machine behind him, appears to have the strength to resist 
loud claims of "fraud" made by Padilla's followers. 

The prospect ahead is for little change in Mexico's relations 
with the rest of the world under Aleman, who is well Known in the U.S. 











In Southeast Asia, the main points are India, Java and Siam..... 

Gandhi's spectacle of praising the long-range British plan for 
self-government in India before a large meeting of the Congress Party 
is temporarily a stabilizing influence. 

Underneath kind words by Gandhi there remains much unsettled. 

Britain's Cabinet Mission is back in London, leaving the Viceroy, 
Lord Wavell, alone in New Delhi to work out a scheme which will keep 
peace for the important interim period of constitution-making. 

Chief point to remember is that a minimum of a year will be 
required, with the best of luck, to give India a constitution. 

For the present, Gandhi's Congress Party refuses to take part in 
any transition government except on terms Britain won't meet. 

The British argument is that Lord Wavell cannot unduly favor the 
Hindus of the Congress Party at the expense of the Moslems. 

The long gap between a start in August on writing a constitution 
and its likely completion offers a big field for native agitation. 























The Netherlands Government is stepping up its efforts to get a 
settlement of chaotic conditions centering in Java. 

Dr. J. A. Jonkman, new 53-year-old minister for the Dutch overseas 
territories, is a veteran of Japanese prison camps. He stayed behind 
in Java in 1942 when military resistance collapsed. 

Long experience of Dr. Jonkman in the East Indies is counted on at 
The Hague to facilitate negotiations which Dr. Van Mook is carrying on 
with native Nationalists. You get a sketch of Dr. Van Mook on page 34. 

The two men are substantially equal from the standpoint of 
experience in the Indies, but Dr. Van Mook was ordered to carry on the 
government in Australia when Java fell and consequently was out of 
the Indies for all of the years of Japanese occupation. 

Nearly 20,000 Netherlanders, originally held by the Japanese, 
remain as virtual hostages in the hands of native agitators, with 
whom the Dutch Government has been unable to do business. 

















The whole structure of government in Siam is being shaken by a 
medical report indicating the youthful King Ananda was murdered. 
Order in Siam is important because she is a source of scarce rice. 
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LARGER POWERS TO DOMINATE 
PEACE CONFERENCE AT PARIS 


Small nations may be able to force 
minor changes in treaties, but basic 
decisions of Big Four will stand 


Representatives of the seventeen 
so-called smaller nations now joining the 
United States, Great Britain, Russia and 
France will be permitted to debate the 
peace and even make minor revisions. 
But if it comes to upsetting any major 
decision, the small nations will be up 
against a united front of the Big Four to 
enforce the terms for Italy, Hungary, 
Romania, Bulgaria and Finland that are 
agreed on by the Council of Foreign 
Ministers. 

Powerless to change the basic 
structure of the peace without Big Power 
support, the “other seventeen” are ex- 
pected to concentrate their protests on 
procedural rules recommended by the 
Big Four that tend to limit the Confer- 
ence freedom of the smaller nations. 

When they meet in Paris, the new- 
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important Italian minority. 


comers will find main lines of the peace 
treaties already set, as follows: 
“ Italy. The Big Four now are agreed to 
strip Italy of colonies, give Alpine frontier 
areas to France, give most of contested 
Venezia Giulia to Yugoslavia but inter- 
nationalize the Trieste zone, give the 
Dodecanese Islands to Greece, cut the 
Italian Navy to fourth-class size and pay 
Russia $100,000,000 in reparations. 

Italy is protesting vigorously these de- 


cisions. But since Italy’s Premier and’ 


Foreign Minister, Alcide de Gasperi, is 
not on the invitation list for the peace 
conference, Italians themselves see slight 
chance of winning any improvement in 
the terms. They look hopefully to Bra- 
zils Foreign Minister da Fontura to 
argue their case in Paris. Brazil has an 
However, 
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FRANCE’S BIDAULT 


prospects are that, though there will be a 
lot of sympathy for Italy, there will not 
be much practical. relief. In addition, a 
number of nations, notably Yugoslavia 
and Greece, will demand reparation pay- 
ments from Italy. 

© Balkans. General lines already are set 
for treaties with Romania, Bulgaria and 
Hungary. In fact, they were set by Russia 
alone in armistice pacts even before the 
Big Four settled on peace terms. Gift of 
Transylvania to Romania will be chal- 
lenged, increased freedom of trade on the 
Danube River will be demanded. Claims 
will be made for Allied property in East- 
ern Europe, and there will be demands 
that Russia lift its curtain to allow Allied 
air lines to enter Eastern Europe and to 
facilitate trade beween the Western 
world and the Balkan states. Greek For- 
eign Minister Tsaldaris will demand a 
slice of Southern Bulgaria and Northern 
Epirus, now held by Albania. 

Yugoslavia unofficially, and perhaps 
even officially through Foreign Minister 
Simic, may protest the internationaliza- 
tion of Trieste, which Marshal Tito has 
promised his people. Greece may get 





BRAZIL’S DA FONTURA 


Two of the foreign ministers and their host when smaller nations join the Big Four in Paris to shape up the peace 


JULY 18, 1946 « 5 








—Harris & Ewing 


YUGOSLAVIA’S SIMIC 
Will represent their countries at the peace table 


some additional territory, the Western 
powers may get stronger guarantees of 
freedom to do business in the Danube 
Valley. No change is likely to upset, 
however, the delicate decision on Trieste 
or to alter Russia's position of dominance 
in the Balkan states. 

“ Finland. Terms for the Finns already 
have been agreed upon between Britain 
and Russia, the only two big powers con- 
cerned. The closest friend of Finland at 
the Peace Conference will be Norwegian 
Foreign Minister Lange. Nothing he can 
do, however, will alter decisions to award 
Russia large slices of Finland and heavy 
reparation payments. 

“| Yardstick. Role of the small powers, 
thus, will be chiefly one of discussion, 
providing a yardstick of world opinion 
against which the Big Four decisions can 
be measured. 

Manner in which this yardstick is to be 
used already has pitted Russia's Foreign 
Minister Molotov against United States 
Secretary of State Byrnes and Britain's 
Foreign Secretary Bevin in a new phase 
of an old quarrel: the rights of small na- 
tions. Russia obtained two devices that, 
if adopted by the Conference, will insure 
Big-Power control of most decisions: a 
two-thirds majority rule on all treaty- 
making votes, and the splitting of the 
Conference into five sections where each 
treaty will be acted upon only by the 
nations that actually were at war with 
the country involved. 

In practice, this would mean: 

Norway and China would be snubbed. 
Norwegian Foreign Minister Lange would 
not have the right to vote on any treaty 
at all, even though invited to the Confer- 
ence. Chinese Foreign Minister Wang 
could vote only on the Italian treaty. For 
China, this would add insult to the injury 
of Russia’s suggestion that she be left off 
the list of inviting powers, even though 
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GREECE’S TSALDARIS 


China is a member of the five-member 
Council of Foreign Ministers. 

Italian treaty. Twenty nations would 
consider the Italian treaty. Russia could 
count on six votes in a showdown fight 
(Byelorussia, Czechoslovakia, Poland, 
Ukraine, Yugoslavia and Russia). Thus, 
Russia would have to pick up one addi- 
tional vote to block changes in the Italian 
treaty. This should not be hard to do for, 
on some issues, Brazil, or even France, 
might side with Russia and, for an induce- 
ment such as frontier territory or repara- 
tions, the Greeks might vote with Russia. 

Balkan treaties. Eleven nations would 
write the Romanian treaty, four of them 
sympathetic to Russia. That is enough to 
prevent a two-thirds majority. Twelve na- 
tions would write the Bulgarian and Hun- 
garian treaties, of which five normally 
vote with Russia. Again Russia could 
veto undesirable proposals. 

Finland. Ten nations would work on 
the Finnish treaty. Four of them vote 
with Russia, enough to give Russia nega- 
tive control of that treaty. 

Plenary sessions. When all 21 nations 
of the Peace Conference meet together, 
either in plenary session or as a 21-mem- 
ber steering committee, Russia would 
control six votes, one short of the neces- 
sary one third. To block action by the full 
Conference, Russia would have to find 
one additional vote among the nations 
that normally vote with the United States 
and Great Britain. 

These recommended rules for the 
Peace Conference would be double in- 
surance for Russia that nothing agreed 
on by Molotov with Byrnes, Bevin and 
French Foreign Minister Bidault could 
be changed without Russian consent. 
Still, Russia would lack enough votes to 
pass a proposal of her own if all or most 
of the nations outside the Russian sphere 
objected. This voting tally explains why, 


since peace talks began, Molotov has in- 
sisted that main provisions of all five 
treaties be agreed on by the Big Four 
before being submitted for review to 
the 17 smaller nations. 

{| Problems remain. Agreement to call a 
Peace Conference to re-establish Italy, 
the Balkan states and Finland in the 
family of nations leaves untouched two 
basic problems of Europe: what to do 
with Germany and how to re-establish 
Austrian independence. 

Germany will be the subject of long 
months, perhaps years, of study by the 
four biggest victor nations before rules can 
be framed for her post-occupation life. 

Austria, however, has been placed on 
the “urgent” list by Secretary of State 
Byrnes, who wants to get all Allied occu- 
pation troops out as soon as possible so 
that the little country that Hitler obliter- 
ated can breathe again. If Austria were 
free of occupation troops, there would 
be no excuse for the Russians to maintain 
lines of communications through the Bal- 
kans or for the Western occupying powers 
to maintain supply lines through Trieste. 
Europe’s population of uninvited soldier 
guests could be reduced drastically. 

Anticipating bargaining at the peace 
table on Austria, Russia has now issued 
two orders in its occupation zone de- 
signed to strengthen Moscow’s position. 
One order confiscated all former German 
property in Eastern Austria. The other 
gave thousands of non-Austrians living in 
Russian-controlled provinces of the coun- 
try less than 24 hours to get out. Chan- 
cellor Leopold Figl protested that the 
mass deportations would interfere with 
harvesting and suggested that the two 
Soviet orders were aimed at forcing 
Austria to grant economic concessions to 
Russia. 

These Soviet tactics are believed to be 

aimed at winning Austria economically 
for the Russian sphere of influence before 
official Peace Conference talks begin in 
Paris to settle Austria's future. Molotov 
knows that Byrnes wants to end the oc- 
cupation regime in Austria and probably 
can get Bevin and Bidault to agree with 
him. Once again Russia would face a 
solid front of three Western nations op- 
posing its viewpoint. If the Anglo-Ameri- 
can view is to prevail eventually, the Rus- 
sians consider it only the better part of 
wisdom to arrange economic matters in 
Austria to their satisfaction before the 
matter reaches the Peace Conference 
level. 
“| Ahead for Europe lies a long period of 
repeated efforts to make peace, of which 
the 21-nation Conference will be only one 
step. Major decisions still are largely the 
exclusive function of four large nations, 
with smaller countries cast in the power- 
less role of critics. 

Credit for any success in pacifying Eu- 
rope will go to the Big Four. Any blame, 
if peace efforts collapse, will be laid at 
their door. 








Reported from BUDAPEST, 
LONDON and WASHINGTON 























HUNGARY CRUSHED 
BY WILD INFLATION 


200,000,000,000,000,000,000,000 pengoes 
was price of cup of coffee and roll in 
Budapest last week. Civil war feared 


Hungary, with the help of her 
conquerors, is trying to create a money 
of some value in the worst inflationary 
crisis of the world’s history. 

The Hungarian pengoe has van- 
ished in an abyss of zeroes. A cup of 
coffee and a roll cost 200,000,000,000.- 
000,000,000,000 pengoes in Budapest 
last week. Before the war, that was the 
equivalent of 40 sextillion dollars. Last 
week, the pengoe was worth only 20 
cents and now is worth nothing. This is 
the first recorded case of complete in- 
flation in modern times. 

All Europe is watching Hungary’s 
inflation as an example of what may 
happen in other countries if the powers 
cannot agree on the peace. Civil war in 
Hungary is possible. To prevent such an 


explosion in Central Europe, Russia and 
the U. S. are helping Hungary. 

The U.S. is freeing 32 million dollars 
in Hungarian gold to back up a new cur- 
rency, the “forint.” Hungarian transport 
and raw material now in the U.S. zone 
of Germany are being returned. Russia 
is reducing her army of occupation. Hun- 
garys hope for monetary stabilization 
and political security lies in a continua- 
tion of such U. S.-Russian help to a de- 
feated nation. 

Hungary was defeated before. After 
the first World War, in which Hungary 
also stood with the losers, the President, 
Count Mihaly Karolyi, protested that 
Hungary could not meet the Allied peace 
terms. Finally, he handed over the Gov- 
ernment to Hungary's Bolsheviks. The 





A FOOD MARKET IN BUDAPEST 


—Bilack Star 


Shopkeepers raise pengoe prices simply by adding zeros to the price tags 
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INFLATION NOTE 
50,000,000 pengoes go up in smoke 


result was chaos and war in Central 
Europe. Hungarians hope neither Russia 
nor the U. S. can afford to risk war. 

Count Karolyi, an exile between wars, 

is now an adviser to the Government. The 
present Premier, Ferenc Nagy, and his 
Communist Vice Premier, Matyas Rakosi, 
have just. visited Moscow, Washington, 
London and Paris. They told the victor 
governments that Hungary’s only hope of 
restoring order lay in help from abroad. 
Only stabilization, they hinted, will pre- 
vent an explosion in Hungary because 
the defeated peoples are desperate. 
{ The price of defeat for Hungary is 
high. Inflation is the mirror of this de- 
feat. The official rate of 5.13 pengoes to 
the dollar is only a memory. Last week, 
the rate was one thousand billion trillion 
pengoes to the dollar. The fall was so 
rapid that grim Budapest bank clerks said 
its drop should be calculated in light 
years. 

The rich cling to gold and foreign cur- 
rency. Barter is the only medium of trade. 
Savings are wiped out. Each day shop- 
keepers add strings of zeroes to pengoe 
prices in store-window tags. Paper money 
litters the streets. A workers weekly 
wages are worth only a few cents in pur- 
chasing power. Food, even salt, is scarce. 
{| Behind inflation are these factors: 

War damages were heavy throughout 
Hungary. The Germans fought Russians 
for six weeks in Budapest. Most of the 
buildings were destroyed and only 15 
per cent were undamaged. 

Occupation costs were enormous and 
still are large. Germany first occupied 
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CONTRAST IN PRINTED MATTER 
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—Black Star 


50,000 pengoes for a newspaper; one U. S. dollar buys a septillion pengoes 


Hungary, lived on the land and took off 
about 800 million dollars worth of prop- 
erty. The Russians came next and re- 
moved an estimated 200 million dollars 
worth of industrial goods. This spring, 
there were still 600,000 Red Army troops 
in Hungary, but when Hungarian Com- 
munists joined other groups in pleading 
for reduction of these forces, the Rus- 
sians began to move. Present estimates 
are that 100,000 Russian troops still are 
in Hungary. 

Reparations are the biggest load on the 
Government. It is estimated that the Gov- 
ernment meets only 14 per cent of its 
expenditures from taxation and makes up 
the rest by issuing new currency. Russia, 
Yugoslavia and Czechoslovakia are to get 
goods and industrial equipment, worth 
about 400 million dollars, during the next 
eight years. Payments on these war bills 
now absorb 34 per cent of the Govern- 
ment’s expenditures. 

Exclusive agreements between Russia 
and Hungary draw Hungary's trade east- 
ward and give the Soviet Union a strong 
grip on the country’s economy. Britain 
has protested to Budapest and to Moscow, 
but the agreements hold. 

The deals between Russia and Hun- 
gary are based on the situation as the 
Russians found it when they drove the 
Germans out of Hungary. German pres- 
sure on Hungary actually amounted to 
occupation before the war ended. A large 
portion of Hungarian industry was seized 
by the Germans. Russia claimed this 


property as war booty, put it up as- 


Russia's share of Russo-Hungarian hold- 
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ing companies established on a 50-50 
basis and required the Hungarians to 
bring in property still owned by Hun- 
garians as their share. 

Such companies, Russian-Hungarian 
partnerships in theory but Russian-man- 
aged in fact, now control the greater part 
of Hungary's petroleum, bauxite and coal 
mines and all Hungary’s Danube River 
shipping and civilian aviation. Under the 
air agreement, Russia’s share of the hold- 
ing company consists of 40 transport 
planes to the Hungarians’ 11 airfields and 
their equipment, but, in the other com- 
panies, the Russian contribution consists 
mainly of property that was Hungarian 
until Germany seized it during the war. 

“The Red Bank” is what Hungarians 
now call their national bank. It was seized 
by the Russian military forces in January. 
Every action, including the issuance of 
currency, must receive Soviet approval. 

Bad debts that may never be paid still 
stand on Hungary's books. By 1943, Ger- 
many owed Hungary trade debts of 225 
million dollars. These are being lumped 
together with war claims, but Hungarians 
do not expect to get much. 

Less land and more people is the pros- 
pect Hungary now faces. About 650,000 
Hungarian farmers who have lived for 
generations on lands now within Czecho- 
slovakia’s borders must become Czech 
citizens or go to Hungary. Many of the 
1,500,000 Hungarians in Transylvania 
may choose to move into a land that, 
even between wars, had difficulty sup- 
porting its population of 9 million. Hun- 
gary has little hope of having the U. S., 


Russia, Britain and France reverse their 
agreement to give Transylvania to Ro- 
mania. 

* Home remedies to check inflation so 
far have been futile. 

Free elections, sponsored by the Rus- 
sians last November, gave the non-Com- 
munist Independent Small Holders Party 
59.9 per cent of the vote and the Com- 
munists only 17 per cent. The leaders of 
the Small Holders Party got the Presi- 
dency, the Premiership and most Cabinet 
posts. But recently Russian pressure on 
the Government increased. The Russian 
commander of Red Army forces in Hun- 
gary ordered a purge of Hungarian Cath- 
olic youth organizations and demanded 
action against the leaders of the Small 
Holders Party leaders whom the Russians 
consider anti-Russian. Arrests of Hun- 
garian non-Communists are increasing. 

This Government first tried to peg the 
pengoe to property values through a “tax 
pengoe”—but the scheme failed to halt 
inflation. 

Wages finally. were pegged to the cost 
of living and an inflation spiral resulted. 
The Government tries to keep the 
worker's wages up by asking employers 
to give food in place of wages or a com- 
pensation in cash for increased food costs. 
Each week the Government orders retro- 
active salary and wage increases that 
range as high as 200 per cent. 

Money buys little, however, and work- 
ers now are willing to work only for food 
or goods they can exchange for food. 
Meanwhile, the Government is doing 
what it can to prepare Hungary for the 
stabilization that is still to come. 

A land reform act has placed 5 million 
acres of land, previously owned by 1,000 
wealthy aristocrats, into the hands of 
600,000 tenant farmers and their de- 
pendents. But farm machinery, livestock 
and fertilizer are short. 

Reconstruction is progressing slowly. 
Pieces salvaged from the wreckage of 
Budapest's seven bridges across the 


Danube have been used to make one 


permanent bridge. Another patchwork 
span is to be completed this autumn. 
Industrial recovery is not in sight. Al- 
though unemployment is high, there is a 
shortage of skilled workers. Only 60 per 
cent of Hungary’ prewar industrial 
workers have jobs, and production is 
down to 25 per cent of the prewar figure. 
Raw materials are scarce. Russia is 
sending 16,000 tons of cotton to Hun- 
gary and is to keep the textile industry, 
employing 68,000 workers, busy for a 
year. Most of the output is going back 
to Russia, however. : 
€ The test now in progress in Hungary 
will determine whether Russia and the 
U.S. can co-operate in keeping the peace 
in a defeated nation. Hungarians believe 
the gold and supplies released by the 
U.S. and the withdrawal of Russian 
troops may give Hungary a stable cur- 
rency and a chance at recovery. 
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HIROHITO MENDS IMPERIAL FENCES 
AS DIET DEBATES HIS FUTURE ROLE 


Japanese Emperor, who is likely to 
keep throne but lose his power, tries 
to convince people he is not a god 


The future now is beginning to 
shape up for Hirohito, the nervous little 
man who is the Emperor of 70 million 
Japanese. 

For the time being, Hirohito is to 
remain on the throne, as firmly seated 
as any of his 123 imperial predecessors. 

In the permanent democratic gov- 
ernment of Japan, being developed by 
the U.S., the Emperor probably will be 
retained as a symbol, without legal pow- 
er. No longer will he command the fanat- 
ical veneration of his people that has 
made every modern Japanese Emperor 
an international menace. 

This broad outline of the U.S. Gov- 
ernment’s program for Japan has the 
majority approval of the 1ll-nation Far 
Eastern Commission, which fixes the 
Allies’ occupation policies. The Japanese 
Diet already is debating a U. S.-spon- 
sored constitution that provides for the 
projected form of government. 

Meanwhile, Hirohito, in order to qual- 

ifv as the future figurehead, is trying to 
convince his people that he is not a god 
but an ordinary mortal and that his will 
does not require blind obedience. He is 
trying, in fact, to make his people break 
with their feudal past of nearly 2,000 
years standing. 
{ The debunking process has the ap- 
proval, and probably the indirect help, 
of the U.S. occupation command. At the 
order of the Supreme Occupation Com- 
mander, Hirohito enforced a law abolish- 
ing state Shinto, the Government-sup- 
ported religion of Emperor-worship. In an 
imperial rescript issued soon afterward the 
Emperor formally denied his divine origin. 

Now, Hirohito is trying, a bit awk- 


wardly, to mingle with his people. He ~ 


speaks to them in radio broadcasts and 
occasionally mixes with them directly on 
tours of inspection in and around Tokyo. 
Wearing ordinary clothes instead of a 
uniform and without Army and Navy 
guards, this onetime “god” of the Japa- 
nese rubs shoulders with factory workers, 
Slogs through the mud of rice paddies 


and the debris of bombed-out areas. 
Close contact with the crowds obviously 
is embarrassing to Hirohito, but he car- 
ries on doggedly. 


There is nothing god-like in the Em-. 


perors appearance. His subjects see a 
small, bespectacled man of 45 years with 
a chronic twitch, a wispy mustache and 
an unhappy expression that seldom 


. changes. When he becomes excited or 
emotionally moved, his voice shifts to 


a shrill soprano. Hirohito’s manner of 
greeting crowds is ludicrous: He clutches 
his hat desperately, lifts it a few inches, 
then clamps it on his head again. 

{] Popular reaction shows that the Em- 
perors efforts to become “human” are 
getting results. During Hirohito’s personal 
appearances, the crowds of peasants, fac- 
tory hands and fishermen display an ex- 
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HIROHITO—AS AN EMPEROR 


cited curiosity, much like that of Ameri- 
cans first glimpsing the President. Some, 
especially among the older men and 
women, lower their heads in accordance 
with the belief that it is sacrilege to look 
at the divine Emperor. But there is more 
craning of necks than bowing of heads. 
Newspapers no longer make a point 
of placing items concerning Hirohito at 
the top of a column so that nothing may 
stand above a reference to the Emperor. 
Hirohito’s broadcasts are discussed re- 
spectfully but with a lack of awe that, 
before the surrender, would have sent 
the commentators to prison. Of reaction 
to the Emperor's radio appeal for co- 
operation in overcoming the food crisis, 
Joseph Fromm, staff correspondent of 
World Report at Tokyo, said last week: 
“A survey conducted by a Japanese 
news service disclosed a marked lack 
of enthusiasm. Here are several typical 
comments on the Emperor's broadcast: 
“A housewife: ‘I'm glad His Majesty 
is concerned over our situation, but I 
wish he would approach nearer to us 
people.’ 
“A 25-year-old war veteran: ‘I wish 





HIROHITO—AS A SYMBOL 
He is trying to make his people break with their feudal past 
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His Majesty had made a heart-to-heart 
talk instead of merely asking for co- 
operation.’ 

“A minor official: ‘It is unfortunate that 
His Majesty failed to answer any of the 
questions which the people are asking.’ 

“A white-collar worker: “The voice of 
the Emperor brought tears to my eyes, 
but there was nothing new in the ad- 
dress itself.’ 

“Despite all this, there is no doubt that 
the vast majority of Japanese still are 
deeply devoted to the Emperor, and 
more than a few still regard him as a 
deity. Even his worst enemies admit this.” 
{ Organized opposition to the Emperor 
is limited to the activities of a small Com- 
munist Party, assisted by a few intellec- 
tuals and Leftist members of labor and 
other political groups. The Communist 
program of abolishing the Emperor sys- 
tem won no support in the national elec- 
tion held three months ago. The Party 
now is trying to have the Japanese Diet 
remove all reference to the Emperor 
from the draft constitution and to put 
the question of the Emperor's status to 
the voters in a national plebescite in the 
distant future. 

The Leftists also are conducting a cam- 
paign against the Monarchy through pub- 
lic meetings and the press. A current 
attack, intended to discredit Hirohito as 
a war speculator and because of his great 
wealth, is based on facts taken from a 
report by the U. S. occupation command. 
A survey of the Imperial Household’s 
property, made by occupation headquar- 
ters, reveals these details: 

The Emperor's holdings in banks, 
and indirectly in war industries, are 
larger than the holdings of any of 
the great industrial families. 

The imperial landholdings exceed 
3 million acres and include 97,000 
acres of farm land that, by Commu- 
nist computations, would provide 
25,000 landless peasants with farms 
that would support them. 

Timber holdings of the Emperor, 
at prewar values, are worth about 
80 million dollars. 

Buildings that the Emperor owns 
are worth about 68 million dollars. 
Japanese Leftists are denouncing the 

Emperor as a war criminal and for failure 
to overcome the food shortage. The Japa- 
nese Government has arrested one Com- 
munist commentator on a charge that he 
made slanderous statements against Hiro- 
hito. The case probably will determine 
how far attacks against the Monarchy 
may be carried under a directive by the 
Allied occupation commander guarantee- 
ing free discussion of the Emperor and 
Emperor system. 

While the smear attacks are shocking 
to most Japanese, they are not arousing 
a general feeling against Hirohito or the 
Monarchy. 

4 The U.S. command in Tokyo has a 
rather friendly feeling toward Hirohito 
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JAPAN’S ROYAL FAMILY AT HOME 
Newspapers no longer give top-billing to items concerning the Emperor 


personally. Co-operation of “the little 
man” made it possible to disarm Japan 
after the surrender without loss of life 
and now is enabling the Allies to admin- 
ister the country with little more than 
150,000 troops. 

From reports: 

“American authorities have investigated 
the case against Hirohito as a war crimi- 
nal and have decided that he should 
neither be tried nor called as a witness. 
This decision was based on the assump- 
tion that Hirohito was merely a tool of 
the militarists and was not personally 
responsible for his actions during the war. 

“A close confidant of General Mac- 
Arthur recently said: ‘Hirohito is really a 
man of peace.’ And another high-ranking 
American officer added: “After all that 
Hirohito has done to help us, it would 
be a betrayal now to throw him out as 
a war criminal.’ ” 

{In the Far Eastern Commission, there 
is some disagreement with details of the 
U.S. program for Japan. 

Australia and New Zealand question 
the wisdom of permitting the Emperor 
to be retained in the ultimate Japanese 
government. Both countries agree, how- 
ever, that Hirohito should not be deposed 


or brought to trial at this time because 
his removal would create difficulties for 
the Allied occupation command. 

China would try Hirohito as a war 
criminal. The Chinese also are critical 
of the proposal to retain the Emperor 
even as a figurehead. 

Russia is fundamentally opposed to the 
form of government that is to be set up. 
The United States admittedly does 
not favor a communistic state for Ja- 
pan, and a strong conservative gov- 
ernment would prevent communism from 
developing. The U. S. S. R. advocates 
trial of Hirohito by the War Crimes 
Tribunal and complete abolition of the 
Monarchy. 

It is unlikely, however, that opposition 

in the Commission will force drastic 
changes in the American program. As 
a last resort, the U.S. can use the veto 
power it holds in common with Russia, 
Britain and China to prevent changes in 
occupation policies and machinery that 
already are in operation. 
{ The outlook, therefore, is that Hirohito 
will remain on the throne of his ancestors. 
But Allied authorities will see to it that 
he is no more than a symbol of what 
his ancestors were. 
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MODERN COMMUNITIES WILL RISE 
FROM RUINS OF EUROPE’S CITIES 


Britain leads in plans for rebuilding 
bomb-wrecked urban areas. Better 
living conditions ahead for millions 


Europe is beginning to rebuild 
her war-smashed cities with the accent 
on the comfort, health and convenience 
of future dwellers. 

Critical shortages of materials, 
and a present lack of skilled man power, 
make the job slow now. The immediate 
emphasis is on temporary housing for 
the millions of homeless. But permanent 
homes are rising and plans are complete 
for the reconstruction of such blitzed 
cities as Warsaw, London and Rotter- 
dam. 

The result will be living condi- 
tions far better than anything ever known 
by millions of Europeans. Even Moscow, 
which escaped extensive war damage, 


ie Se 





Sgn 


eae sor" sa 


GREATER LONDON REPLANNERS INSPECT PROJECT MODEL 


has modernization plans. Through better 
living conditions, city planners expect to 
bring an increased productivity from 
workers, and thus to step up the indus- 
trial output essential to the long-range 
recovery of many countries. 

An analysis of the city blueprints al- 
ready completed furnished a preview of 
the model communities to come: 

Factories are to be dispersed. Slums 
will be eliminated by settling workers in 
model homes near their factory jobs. 
Each factory-community will have its 
own churches, schools, stores and play- 
grounds. Modern apartments and multi- 
family dwellings will replace Europe’s 
traditional city slums. Through careful 
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planning, most small homes will have 
yards and garden space. 

Transportation bottlenecks, caused by 

thousands of daily commuters, are to be 
eliminated by locating jobs nearer work- 
ers. Arterial highways are planned to 
divert traffic away from residential and 
shopping areas. Underground and over- 
head highways are in the blueprints for 
most cities. 
* Great Britain is furthest advanced in 
plans to rebuild her cities. Unhampered 
by occupation, which affected most 
countries of Europe, the British started 
to replan their cities even before the 
war ended. Now, as the limitations of 
labor and equipment are being gradually 
overcome, the British are commencing 
reconstruction. Here is what Britain 
plans: 

London will be a smaller city when 
the rebuilding is completed. Over a mil- 
lion people will be moved from the 
overcrowded center of the city. Half of 
these will go to existing communities 
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London will be a smaller city when the rebuilding is completed 
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MUSCOVITES MOVE INTO NEW HOME 
The new Europe will take decades to build 


that can be expanded. The other half 
will become the settlers of nearby towns 
that are to be built around London. 

Industrial zoning will be the key to 
the reconstruction of London and the 
building of the new towns. Factories 
will be moved from London to form the 
nucleus of each of the new developments. 

Transport difficulties will be eased by 
developing for London a new system of 
arterial roads, and by building two high- 
ways in concentric rings around the 
Metropolitan zone to draw off traffic trom 
the congested areas. 

Parks and playgrounds will be located 
in some of the more heavily populated 
“blitzed” areas of London, and an act 
giving the Government control over the 
use of undeveloped rural land will guar- 
antee open countryside around the new 
towns. The Government will restrict 
these regions to farming and will pro- 
hibit new commercial buildings. 

New towns will be built by private 
enterprise, under the supervision of local 
governments. Parliament has appropri- 
ated 200 million dollars to cover initigl 
costs, and probably will spend about 76 
million dollars on each of the 20 towns 
in the 10 years before their completion. 
Individuals will be able to buy homes 
in the new towns, using their war-damage 
insurance, or with compensation funds 
from the Government if their present 
houses are designated for clearance. 
Workers will be induced to move to the 
new communities by the attractions of 
low rents, better facilities and pleasanter 
living conditions. This applies not onlv 
to Londoners, but also to residents of 
other British cities. 

Glasgow, Coventry, Portsmouth, South- 
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ampton, Hull, Plymouth and Bristol have 
similar detailed plans for reconstruction 
and dispersal of industry and population. 
This design for the future also is being 
used in other countries. 

“ The Netherlands is starting reconstruc- 
tion of Rotterdam, its principal port. 
About one third of all the war damage 
in Holland is concentrated in Rotterdam. 
The center part of the city was destroyed 
by German dive bombers after the Gov- 
ernment already had capitulated. 

The cost of rebuilding Rotterdam, to 
be borne largely by the Government, 
will run into several hundred million 
dollars. It includes the raising and 
strengthening of the dikes and bridges, 
so essential to the citys commerce. 

New factories to replace those de- 
stroyed by the Germans will not be built 
in the city, but on 1,500 acres of nearby 
countryside which have been set aside 
for the purpose. Homes for workers will 
be built around the factories. About 2,500 
new houses are to be constructed this 
vear in Rotterdam as the first step in 
replacing the 32,000 dwellings destroyed 
during the war. 

The new Rotterdam will embody the 
latest ideas of city planners. Private 
homes, as well as industries, are to be 
banned from the center of the city, which 
will be devoted to* stores and public 
buildings. Sixteen modern hotels will 
replace the 70 destroyed during the war. 

The planners of Rotterdam pay par- 
ticular attention to the traffic problem. 
Broad avenues will replace the narrow, 
winding streets leading to the center of 
the city. Shopping and traffic streets will 
alternate to facilitate the dispatching and 
receiving of merchandise in the stores. 


A large underground garage will serve 
as parking space for thousands of cars 
in the shopping area. 

A small trickle of imports already is 

arriving in Holland to be used in re- 
construction. Belgium is supplying ce- 
ment and three million square yards of 
glass. Cement and steel for bridges comes 
from Britain. For bridges, the Nether- 
lands wants structural steel from the 
U.S. A process has been invented to 
make building brick out of rubble. But 
thus far all of this material has been 
devoted to homes. 
*| Poland also faces a major reconstruc- 
tion task. Warsaw is the most completely 
destroyed city in the world. Of 26,500 
buildings, some 10,000 were leveled. 
Most of this damage was not the result 
of shells or bombing, but of the system- 
atic demolition of the city by the Ger- 
mans after the ill-fated Polish uprising 
in 1944. 

The new Warsaw will be built on its 
old site. The Polish Government reached 
that decision after considering the pos- 
sibility of a new location for the capitol. 
Public utilities, including street-car serv- 
ice, already have been restored. Although 
only 10 per cent of the homes are in 
good condition, another 4,000 can be 
repaired. About 500,000 people are living 
in the city today, mostly in tunnels and 
cellars under the debris. This compares 
with a prewar population of nearly two 
million. 

Most of the work so far in clearing the 
debris has been done by hand. The short- 
age of machinery is the greatest handicap 
in the restoration of the city. Polish au- 
thorities are anxious to obtain bulldozers, 
grading machines and earth carriers from 
the U.S. 

Poland’s new capital will extend 40 
miles along the Vistula. As with the other 
cities in Europe, the new factories will 
be built with clusters of houses around 
them for workers. A comprehensive trans- 
portation system will be developed. Min- 
imum estimate of the initial cost of re- 
building Warsaw is two billion dollars. 
4] Germany will be the last country in 
Europe to rebuild its cities. Today Ger- 
man houses are being repaired to provide 
shelter for the homeless, but material is 
available only for essential construction. 
The occupying governments are leaving 
permanent repairs to the German people 


as long as sufficient housing is available 


to prevent disease and unrest. 

Planning .for a new Germany already 
is being done unofficially, but actual re- 
construction will not start until Germany 


has men and money to spare after paying — 


the cost of occupation. 

“ The new Europe will take decades, 
not years, to build. For the foreseeable 
future the countries of Europe each year 
will spend millions of man-hours and 
billions of dollars in repairing war dam- 
age. It probably will be the year 2000 be- 
fore the scars of World War II are gone. 
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REMOVING PRICE BANS 
UPSETS WORLD MARTS 


General fears of inflation follow 
suspension of OPA. Reshuffling of 


trade and finance 


A reshuffling of international trade 
and finance is beginning to get under way 
as the result of the suspension of U. S. 
price controls. 

Fears of inflation and of deprecia- 
tion of their dollar balances and credits 
are strong in many countries, while 
others see in higher U. S. prices a chance 
to increase their exports. 

Throughout the world, governments 
and businessmen are watching U. S. price 
developments closely and are acting to 
protect themselves and to gain commer- 
cial advantages wherever possible. 

{| A general increase in world prices of 
commodities formerly under Office of 
Price Administration ceilings is becom- 
ing apparent. Higher prices of these com- 
modities will tend to spread to goods not 
heretofore under OPA control. The re- 
sult is to be higher costs of living. Fears 
are increasing throughout the world that 
rising prices in the U.S. may start a 
general wave of inflation. 

{| In foreign trade, U.S. exports may not 
suffer much at first, although some buyers 
are inclined to hold off and see if the OPA 
is to be re-established. Eventually, when 
world output of manufactured goods is 
greater, competing countries may be 
able for a time to undersell the U. S. 

Imports to the U. S. are to boom. High- 
er prices will attract scarce items to the 
U.S. market. And, where foreign prices 
are lower than those inside the U.S., 
some U.S. purchasers of equipment may 
buy it abroad. 

Big dollar balances, held chiefly in 
Latin America as the result of U.S. war- 
time purchases there, will shrink in pur- 
chasing power. 

Export-Import Bank loans 
other countries for the purchase of goods 
in the U.S. will buy less than had been 
expected. This development may prevent 
completion of some projects unless ad- 
ditional financing is obtained. 

Canada, whose commercial ties with 
the U.S. are extremely close, already has 


made to 
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acted to meet the situation. She has raised 
the value of her dollar from a little over 
91 U.S. cents to parity with the U.S 
dollar. She is maintaining her system of 
price controls. 

Canadian gold mines are suffering 
from this move; and newsprint producers, 
depending largely on U.S. markets, are 
finding it necessary to raise their prices. 
But Canada will be able to import auto- 
mobile parts and numerous other items 
from the U. S. on a more favorable basis. 
Canada expects to avoid serious economic 
dislocations unless U.S. prices go too 
high. 

In England, primary concern is felt 
over the food outlook because of the 
dominant position of the U.S. as a sup- 
plier. The British Government already is 
paying heavy subsidies to keep down the 
prices of food for its people, and in gov- 
ernmental circles it is feared that these 
subsidies cannot be increased. 


The British are worried also about the 
effects of higher U.S. prices on the 
$3,750,000,000 loan they are now seek- 
ing from the U.S. Higher prices will 
mean that the loan will buy less; thus, 
British economic rehabilitation will be 
hampered. 

From Buenos Aires, Bernard S. Red- 
mont, staff correspondent of World Re- 
port, cables that suspension of the OPA 
came in the midst of Argentina's cam- 
paign against inflation. Prices now are 
expected to go up. 

Buenos Aires importers have been noti- 
fied of increased prices of U.S. auto- 
mobiles, machinery and other manutac- 
tured goods. Some dealers are finding that 
England, Belgium and other countries are 
offering better prices now, although these 
producers are unable to furnish goods in 
large quantities. 

Some U.S. exporters are advising Ar- 
gentine buyers that goods heretofore un- 
available, such as steel, now can be 
shipped. But higher prices are taking the 
edge off Argentine hunger for foreign 
goods. Buenos Aires importers are not 
taking all U.S. offers seriously, because 
they believe the U.S. will re-establish 
price controls. Argentine economists are 
saying that higher U.S. prices would 
benefit local industries. 

“| In general, U. S. price increases, if dras- 
tic, are expected to produce severe reper- 
cussions. Revaluation of currencies in 
relation to the dollar may become general. 
But if U.S. prices taper off after their 
initial rise, or if controls are re-established, 
the present flurry and apprehension in 
other countries are expected to subside. 
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MONETARY EXCHANGE BOOTH ON CANADIAN BORDER 
Canada pegs her dollar to that of U.S. to meet inflation threat 
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BRITAIN TO TEST DEFENSE PLAN 
FOR THE MIDDLE EAST IN EGYPT 


Commonwealth idea for joint board 
is modeled on Pan-American system. 


Cairo Nationalists oppose policy 


Britain’s Labor Government has 
worked out a new policy for Common- 
wealth defense in the Middle East. The 
idea is to be tried out in Egypt and, if 
the Egyptians accept it, will be broad- 
ened into a framework for British de- 
fense in the entire Arab world from the 
Libyan Desert to the Euphrates Valley, 
from the Turkish border to the Red Sea. 

The plan, still officially classed as 
“top secret,” is the answer of Prime 
Minister Clement Attlee’s Government to 
opposition charges that Labor is “presid- 
ing over the liquidation of His Majesty's 
Empire.” 

Britain recognizes officially in this for- 
mula that the imperial custom of keeping 
troops on other peoples’ soil is now out- 
moded. At the same time, however, the 
plan attempts to satisfy the need, vigor- 
ously expressed at a Commonwealth con- 
ference this spring, for protection of the 
Suez Canal life line, the Mediterranean 
and Red Sea waterways and safety for 


Empire oil and defense stakes in the 
Moslem world. 

Inspiration for the new plan comes 
mainly from the Western Hemisphere. 
Under its terms, the independent Arab 
states would be invited into partnership 
with Britain for defense of the Middle 
East, in the same way that Latin-Ameri- 
can nations are partners of the United 
States for joint defense of the Western 
Hemisphere. Key provision of the plan is 
a series of joint British-Arab defense 
boards, similar to the U. S.-Canadian 
Joint Defense Board which plans secur- 
ity measures for the two English-speak- 
ing nations of North America. British and 
Arab state defense experts would con- 
sult as equals on security problems of 
the Middle East. 

“| Egypt the key. Whether the plan can 
be extended to the entire Middle East, 
to become the basis of British defense ot 
the Suez Canal, depends now on Egypt. 
The Nile Kingdom is testing ground to- 





Egypt’s Government finds old-style military alliance impractical 
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day for a defense pattern Britain wants 
to apply to the entire Middle East. 

British troops have been stationed in 
Egypt, under treaty protection, since the 
19th century. Talks between Britain and 
Egypt, to work out a new treaty, began 
early in May and, at the outset, the 
British Government announced it would 
evacuate all its Army, Navy and Air Force 
personnel from Egypt. Clearing of large 
centers, such as Cairo and Alexandria, is 
already under way. Negotiations col- 
lapsed late in May, however, when the 
British insisted that Egypt must maintain 
evacuated bases at full efficiency and 
grant Britain the right to reoccupy them 
in time of war or “threat of war.” 

Egyptian Premier Sidky Pasha insists 
that Egypt cannot consent to any special 
status. for Britain that does not conform 
with the United Nations Charter. Egyp- 
tians do not want to find themselves 
forced by treaty to go to war for Britain 
under any and all circumstances. Britain 
might turn out to be the aggressor, they 
argue. A twist of fate might force Egypt 
to line up with Britain against a neigh- 
boring Arab state. 

Outside pressure. Premier Sidky Pasha 
is not entirely his own master as he faces 
the British across the conference table. 
The ultranationalist Wafd Party is forcing 
his hand. The Wafdists are not repre- 
sented either in the Egyptian Cabinet or 
in the treaty delegation, but their power- 
ful press and their claim to be Egypt's 
largest party creates a pressure the Prime 
Minister cannot ignore. An anti-British 
Moslem brotherhood, numbering perhaps 
half a million members, is also on the 
side lines watching Sidky Pasha for any 
signs of weakness toward the British. 

Faced with this situation, the Egyptian 
Government finds it impossible to sign 
an old-style military alliance with Britain. 
Hence the collapse of negotiations late in 
May and the return to London for new 
instructions of Lord Stansgate, chief of 
the British treaty delegation. 

A new approach from London was 
plainly needed. The co-operative defense 
scheme is this fresh approach. 

As outlined to the Egyptian Govern- 
ment in Cairo, the plan calls for a joint 
Anglo-Egyptian defense board, presided 
over alternately by a British and an 
Egyptian civilian and composed of army, 








navy and air force representatives of the 
two countries. Functioning like the U. S.- 
Canadian defense board, the Anglo- 
Egyptian board would fit Egypt’s mili- 
tary program into the British Common- 
wealth defense scheme. 

Presumably, the board would issue 
directives insuring that military bases in 
Egypt would be maintained for British 
use in time of need. More importantly, 
the board would decide when a “threat 
of war” justified readmission cf British 
troops to Egypt. If the board could not 
agree, machinery would be provided to 
refer the matter to the two governments 


and thence to the United Nations. The 


board would have an important technical 
role also in standardizing Egyptian weap- 
ons with those of Britain so that in time 
of danger military equipment of the two 
partners would be fully interchangeable. 

Britain's intention, as Foreign Secre- 

tary Bevin says, is to avoid leaving “a 
vacuum” in Egypt. The Labor Govern- 
ment is sincerely willing to quit Egypt. 
Security needs, however, dictate that pro- 
vision must be made, with Egypt's help, 
to leave behind a workable scheme for 
defense of the vital Suez artery. Bevin 
feels that the joint board idea would fill 
this vacuum. First reaction in Cairo to 
the plan has been favorable. Even the 
Wafd has not condemned the idea irre- 
vocably. It is now up to Lord Stansgate 
to convince the Egyptians they will not 
be signing away their independence if 
they agree to the proposal. 
{| Opening the umbrella. If Egypt accepts 
this co-operative plan, Britain will extend 
it like a political umbrella to cover all 
independent Arab countries. 

Middle East defense plans of Britain 
will be worthless without consent of the 
local governments. Hence, London is 
ready with a broad plan to weld these 
countries into a system of co-operative 
defense with Britain. The blueprint is 
copied from the Act of Chapultepec, 
which outlines mutual defense of the 
Western Hemisphere. 

London hopes eventually to create 
a regional defense system for the Middle 
East in which British and Arab League 
military planners would sit around a table 
agreeing on joint orders for defense of the 
“heartland” area flanking the Suez Canal. 
The goal is an agreement whereby a 
threat to Britain or to any one Arab state 
would be considered a threat to the whole 
Arab League and all members of the 
British Commonwealth of Nations. Brit- 
ish strategists consider the idea just as 


practical as the “good neighbor” policy 


of the United States. 

Moving day—out of Egypt—is bound 
to come soon for British forces, no matter 
what the course of the delicate negotia- 
tions ia Cairo. Egypt, the most highly 
developed country of the Middle East, is 
the ideal base for Britain in the Arab 
world. Through its territory pass both 
the Canal and the Nile, a main traffic 
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Regional plans call for joint defense of “heartland” area 
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THE SUN SETS ON A BRITISH NAVAL BASE IN EGYPT 
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Now Britain must find “second best’ sites for military installations 


highway as well as source of life-giving 
water. But now the British must find 
“second best” sites for their essential 
military installations in the Middle East. 

Lord Montgomery, victor of El Ala- 
mein and now chief of the British Gen- 
eral Staff, has just toured the area. Indi- 
cations are he will recommend that Pal- 
estine be the main British military base, 
that Haifa and Tobruk do duty for Alex- 
andria as naval bases, that air and ground 
installations be maintained in Cyprus, 
Trans-Jordan, Iraq, Cyrenaica, Aden and 
East Africa. Then it will be up to the 
diplomats to work out ways of keeping 
Palestine politically quiet enough to sup- 
port a main British base. They will have 
to persuade the peace conference to 
grant Britain military rights in the former 
Italian African colonies, specifically in 
Cyrenaica on the Mediterranean, in 


Eritrea on the Red Sea and Somaliland 
on the Indian Ocean. 

{| Long-range result for Britain will be 
gradual change-over from the old-fash- 
ioned practice of stationing troops on 
other peoples soil to the new-style ex- 
pedient of relying on joint defense pacts. 
In the independent Arab countries, Brit- 
ish garrisons eventually would be re- 
placed by independent local armies linked 
to Britain only by the superstructure of a 
joint defense board and mutual defense, 
treaty. Only the Crown Colonies, like 
Aden and Cyprus, would be retained as 
outright British-operated bases. Some 
day, perhaps, even Palestine, if its trou- 
bles can be solved, would be free of 
British troops. British statesmen then 
would feel themselves in a stronger moral 
position to insist that other large nations 
respect the rights of small countries. 


JULY 18, 1946 ¢ 15 








Reported from BIKINI, LONDON, PARIS, BERLIN, 
SHANGHAI, MEXICO CITY, BUENOS AIRES and WASHINGTON 








Dispatch 


Reg. Appd. for U.S. Pat. of. 


REASON FOR BIKINI EXPERIMENT 
QUESTIONED BY MANY NATIONS 


Some refuse to accept U.S. denials 
of ‘saber rattling.’ Skepticism over 


bomb’s effectiveness is waning 


New international concern over 
the role of atomic energy as an instru- 
ment of national policy is developing 
from the U. S. atomic bomb tests at Bikini. 

Despite official American asser- 
tions that the tests are not to be regarded 
as warlike demonstrations, the frst ex- 
perimental blast evoked an immediate 
reaction in other countries. That reaction 
is expected to grow as more information 
comes in from Bikini. 

The attitude in other nations ranges 
trom mild interest to outspoken resent- 
ment. Russia, for example, is decrying 
the Bikini experiments as a costly and 
unnecessary exhibition of “saber rattling,” 
intended by the U.S. to frighten the 
rest of the world. 

Although some non-American observ- 
ers characterize the first Bikini bomb as 
a partial failure, they expect the second 
one to produce more striking results, and 
world powers already are studying their 
naval materiel and tactics in the light 
of the tests. 

{ Russian reaction, as expressed by the 
Government press and radio, is bitterly 
denunciatory. 

The tests are called an act of “bel- 
ligerence” and “aggressiveness” and are 
characterized as “atom diplomacy,” “com- 
mon blackmail” and an “attempt to dic- 
tate to all peoples.” The U. S. is accused 
of hypocrisy because it is conducting the 
tests while at the same time appealing 
to the world for peaceful use of atomic 
energy and for control by the U.N. 

Members of the Academy of Science 
of the Soviet Union charge that “reac- 
tionaries in foreign countries” are seek- 
ing to use the greatest attainments of 
science as an instrument for oppressing 
and enslaving other peoples. 

Explosion of the first bomb at Bikini 
was followed closely by new Russian 
attacks on U.S. proposals to standardize 
Western Hemisphere military equipment 
and to set up a system for the defense 


of the Americas. And, for the first time 
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since it was delivered last April, the 
United States draft treaty for Japanese 
disarmament was the target of Soviet 
condemnation. 

Russia’s bitterness is being construed 

in the United States as an indication that 
Soviet scientists have not yet succeeded 
in producing a satisfactory atomic bomb. 
* French Press comments were con- 
cerned largely with the effectiveness of 
the first blast, but some newspapers com- 
pared the tests with displays of armed 
might by Hitler and Mussolini at the 
time when they were expanding their 
territories. 
“ Among foreign observers at Bikini, 
suspicion of U.S. motives is frequently 
expressed. World Report's staff corre- 
spondent at Bikini reports a strong feel- 
ing among observers that the tests are 
intended as a show of strength, and 
that U.S. purposes are not to test Navy 
vulnerability, but to obtain technical data 
and to bring about a psychological effect. 
For example: 

A Polish observer said he considers 
the tests a mistake and expressed fear of 
international results, because other na- 
tions may construe them as a threat to 
peace. He declared the Russians may 
decide to stage atomic demonstrations of 
their own, with war as a possible result. 

A Mexican observer said there is some 
suspicion of U.S. motives in South 
America, but added that his country has 
no stake in the outcome of the tests. 

Even some U. S. scientists have ques- 
tioned the advisability of making the 
tests. The spokesman for a group of 
scientists who helped to develop the 
bomb has said that scientists “expect 
nothing of true scientifie value from the 
Bikini tests” and that “in-the main they 
already know what the bomb will do.” 

But Lord Cherwell, British scientist 
who was Winston Churchill's adviser on 
secret weapons, declares the experiment 
necessary to obtain scientific facts. He 
believes the results of the experiment 


will be valuable from scientific and medi- 
cal points of view. 

* The U.S. attitude is that the tests are 
defensive, rather than offensive, and that 
therefore charges that they are intended 
to frighten other countries are untrue. 
Both Secretary of the Navy James For- 
restal and Admiral W. H. P. Blandy 
assure all nations that the Bikini experi- 


ATOM BOMB NO. 4 AT BIKINI 


Was it an unnecessary exhibition 














of “saber rattling”? 





ments are not warlike demonstrations. 
It is pointed out that the only nations 
which have large naval fleets are the 
U.S. and the United Kingdom, and that 
the latter is not concerned over possible 
U.S. use of atomic bombs against its 
fleet. Russia, in comparison, has virtually 
no high-seas fleet. 

The U.S. contends further that the 
tests are necessary to obtain scientific and 
naval information. Because of the con- 
ditions under which they were conducted, 
the three earlier atomic blasts—in New 
Mexico and at Hiroshima and Nagasaki— 
failed to produce accurate scientific in- 
formation. These explosions took place 
over land, therefore gave no opportunity 
to observe the effects of an explosion 
over water. 

From the naval point of view it is 
contended that, if the tests were not 
made, “our designers of ships, aircraft 
and ground equipment, as well as our 
tacticians, strategists and medical officers, 





FOR U.S. AT “OPERATION CROSSROADS” 
Admiral Blandy (left) and Secretary rorrestal 


would be groping their way along a dark 
road which might well lead to another 
and worse Pearl Harbor.” 

{| Disappointment was general when re- 
ports from the scene showed that the 
first blast had failed to sink the entire 
target fleet. Non-American observers in 
the area expressed themselves as being 
disillusioned, and some of them referred 
to the first blast as a “flop.” 

Some French newspapers called the 
elaborate demonstration a hoax, and this 
opinion was general also in Mexico, 
according to Richard A. Yahraes, staff 
correspondent of World Report. But hun- 
dreds who prayed in Mexican cathedrals 
believed God had averted a world trag- 
edy by preventing the explosion from 
attaining the force which the public had 
expected. 

In Germany, the Russian-licensed Ber- 
lin Zeitung said that “the dream that the 
atom weapons would make all war fleets 
and armies useless has turned to dust” 
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RUSSIAN AND POLISH OBSERVERS 


They saw “atom diplomacy” and threat to peace 


and “the atom bomb has lost its value 
as an argument in diplomatic talks.” 

From Buenos Aires, Bernard S. Red- 
mont, staff correspondent of World Re- 
port, cables that the general public 
thought the test failed to live up to 
expectations. The Argentine Socialist 
daily, Vanguardia, expressed the hope 
that the test “is the last war experiment,” 
the Communist newspaper, La Hora, 
considered it “preparation for aggression.” 

In China, the press voiced the sus- 
picion that the tests were: a “put-up 
show, according to a cable from Frank 
Rounds, staff correspondent of World 
Report in Shanghai. 

Now, first skepticism is giving way to 
respect for the power of the bomb as 
accumulating evidence shows the extent 
of the damage. It is conceded generally 
that the second bomb, to be set off a 
short distance below the surface of the 
water, will cause even greater damage. 
And the third, scheduled to be detonated 
early next year at great depth, may have 
even more destructive effects. 

{ World navies are expected to undergo 
some modification as the result of the 
tests, but U.S. naval experts agree. with 
Admiral Sir John Cunningham, British 
First Sea Lord, that the need for capital 
ships remains. They declare that the 
concentration of ships in the Bikini target 
area was many times as dense as may 
be found today in a naval anchorage. 
They declare that the units of a task 
force at sea, moving fast and separated 
by considerable distances, would offer 
a relatively unattractive target to such 
a costly weapon as the atomic bomb. 
Far more attractive and profitable tar- 
gets, in their opinion, would be cities and 
naval and military installations on land. 

Changes in naval design are expected 
to be gradual. These changes will have 
the objects of protecting personnel and 
enabling ships to withstand such atomic 
bomb effects as air blast, intense heat, 
high waves and underwater shock and 
pressure. Future naval tacties are ex- 
pected to place greater emphasis on dis- 
persion. Large concentrations of naval 
vessels in harbors, such as the group 
which fell an easy prey to the Japanese 
at Pearl Harbor, will be avoided. 

{ United Nations consideration of plans — 
for control and peaceful use of atomic 
energy are proceeding fairly smoothly, 
meanwhile, despite Russia's public cry 
against the tests at Bikini. The Russian 
member of the subcommittee of the U. N. 
Atomic Energy Commission has shown 
an inclination to go along with the other 
members, at least in matters of procedure. 

More significant tests of Russia's atti- 
tude are expected when the subcommit- 
tee’s report on the Soviet and U. S. plans 
for control is presented to the full Com- 
mission, and probably later to the Security 
Council. No effective action will come 
until after the second test bomb bursts 
at Bikini. 
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FOOD SURPLUS POSSIBLE BY 1949 
IF FAVORABLE FACTORS CONTINUE 


Good crops seen this year, with larger 
output in 1947-48. Mr. Hoover wants 


plans made now 


A schedule of steady improve- 
ment in the world food situation, cul- 
minating in a surplus problem by 1949, 
is beginning to take shape in the minds 
of international food officials. 

Taking a look beyond present 
food shortages, officials now believe they 
can plan on good 1946 crops and can 
hope for large production in 1947 and 
1948. On that schedule, restrictions on 
consumption could end next year, re- 
serves accumulate the next year and the 
surplus problem return in 1949. 

What is necessary for this schedule to 
be realized is good weather, skillful man- 
agement of world supplies, especially 
during the next 12 months, and accept- 
ance of prewar dietary levels. It is be- 
ginning to be apparent, however, that, 
while good weather and good manage- 
ment may be hoped for, acceptance of 
prewar levels of diet is to become a mat- 
ter of growing controversy. 


FOOD AMBASSADOR HOOVER VIEWS DANISH FISHING CATCH 


for return of plenty 


© Fears of surplus in 1949 contrast sharp- 
ly with food shortages and mass hunger 
in the summer of 1946. 

Rations are scraping bottom at around 
1,000 calories a day—roughly equivalent 
to a medium-sized American breakfast 
—in Germany, Austria, Poland, Japan 
and much of the Far East. U. S. military 
officials in Germany urge the United 
States to reinstitute rationing at home 
to assure increased shipments to Ger- 
many. 

Prices, at this critical point, are inject- 
ing new uncertainties. Suspension of U. S. 
controls has permitted U.S. prices of 
wheat and other foods to rise to the 
highest levels since the peak of 1920. 
As a result, U. S. Government requisition- 
ing of food for shipment abroad has 
halted temporarily, and exports are 


threatened. 
Harvests this autumn in Europe and 
the Far East, however, are expected to 
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Personal visits to 38 countries uncovered ways of increasing supplies 
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reduce dependence on imports, at least 
temporarily. Official outlook is for yields 
above last year’s low levels, though still 
short of prewar averages. 

{| End of crisis, therefore, is looked for 
this autumn. It is then that the schedule 
of steady improvement in the world food 
situation is to go into effect. 

Harvest of 1946 is counted on to pro- 
vide enough cereals to meet minimum 
needs everywhere, with the possible 
exception of the Far East. The United 
States is turning out another billion- 
bushel crop of wheat. If Canada’s wheat 
crop comes up to the half-billion mark, 
and if the U. S. corn crop makes 3 billion 
bushels of good quality, world supply 
of cereals should total enough to meet 
European needs and some, if not all, 
Far Eastern needs. 

Harvest of 1947, according to this 
schedule of probabilities, should permit 
relaxation of controls on consumption 
and allow for substantial improvement 
in diets. Presumably, U.S. restrictions 
on wheat for flour, for distilling and for 
feed to animals then could be lifted. 
Bread rationing in Britain could come 
to an end, and diets in Central Europe 
might rise from present starvation levels 
to 2,000 calories a day or better. 
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A GRANARY IN THE U.S. 
U. S. farmers are geared to product 











Harvest of 1948, with continued good 
weather, could permit both exporting 
and importing nations to build reserves 
back to normal, allowing a margin of 
safety against drought and disaster. 

With reserves back to prewar normal, 
the world, in 1949, could resume its 
familiar struggle with the problem of 
agricultural surpluses. 

Concern over surpluses ought not wait 

until 1949, however, in the judgment 
of former President Herbert Hoover. 
After completing a 50,000-mile survey 
of world famine conditions for President 
Truman, Mr. Hoover suggested that na- 
tions now getting wheat should give some 
assurance that farmers in the exporting 
countries will not suffer when present 
shortages are ended. Farmers in Canada 
and the U.S., for example, now are 
geared to produce for a demand that 
may disappear in another year or two. 
At that time, need will arise for interna- 
tional controls to allocate surpluses rather 
than shortages. The United Nations’ new 
International Emergency Food Council, 
Mr. Hoover suggests, might be the 
agency to stabilize a world wheat market 
suffocating under surpluses. 
{| This vision of surpluses inside of three 
or four years, like the schedule of proba- 
bilities outlined above, assumes that the 
world food crisis will end this autumn. 
As Mr. Hoover sees it: 

Disruptive effects of war, a dominant 
factor in 1945, will not hamper farm 
production to the same extent in 1946 
and thereafter. 

Plunder by armies of food reserves is 
now largely a thing of the past. From now 
on, it is assumed whatever is grown in 
war-torn areas may be consumed there. 

Drought, which afflicted five large 
areas in 1945, is not in sight this year. 
Drought last year in Western Mediter- 
ranean countries, India, China, South 


Africa, and, to a lesser extent, the Argen- 
tine had the effect of compounding the 
damage war already had done to agri- 
culture. The coincidence of five great 
droughts in one year is too unusual to 
expect again. 

Pooling and efficient management of 
world supplies under the new IEFC, in 
Mr. Hoover's v'ew, should make the 1946 
harvest go further than previous crops 
and correct failures in co-ordination and 
distribution that have marked the cur- 
rent famine emergency. It was by means 
of personal visits with governmental 
leaders in 38 countries that Mr. Hoover 
discovered ways of reducing demands 
and increasing available supplies, suff- 
cient, he has estimated, to close an 11- 
million-ton gap between demand and 
supply. 

To some international food officials, 
however, Mr. Hoovers view that the 
world’s minimum needs for food can be 
largely met this autumn is optimistic. 
The U.N.’s Food and Agriculture Or- 
ganization states that the world-wide 
crisis in food is a matter of years rather 
than weeks or months. The 1946 harvest, 
says the FAO, can bring, at best, only 
a brief respite. 

§, Continued crisis well beyond this year’s 
harvests, according to this view, is to 
confront the world. Shortages, not sur- 
pluses, are to continue for several years. 

War damage may require 8 or 10 years 
to repair,» FAO experts estimate. De- 
pleted soils need years of rebuilding, 
yet fertilizer supplies continue short. 
Livestock populations rebuild slowly and 
cannot reach prewar levels for several 
years. Loss of work animals, notably in 
the Far East, cannot be made good in less 
than four or five years. Consumer goods 
needed to exchange for grain in the 
Orient, goods without which farmers do 
not step up production, are to remain 
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short for at least another year or two 

Production this year is still 10 per cent 
or more below the prewar average. 
Production above prewar levels, however, 
is needed to compensate for years of 
inadequate diets. 

Reserves of food in both surplus and 
deficit countries now are down so low 
that the current crop has to fill needs 
normally met by the combined resources 
of current production and reserves. 

Dietary levels set as the minimum for 
1946 are, in the judgment of FAO, too 
low for safety. But to raise these levels 
would widen the probable gap between 
supply and demand that FAO estimates 
again will be around 10 million tons 
during the next 12 months. 

There is, thus, a difference of opinion 
amounting to at least 10 million tons as 
to whether the food crisis, éven with 
good weather, is to end this autumn. 

Those who see another 10-million-ton 
shortage disparage talk of surpluses. 
They point out that, even in the best 
prewar years, the world only produced 
75 per cent as much food as the people 
of the world actually needed for a min- 
imum diet. For an adequate diet. the 
disparity was far greater. 

Those who see the food crisis prettv 
much over by this autumn, with surpluses 
looming up in another three or four years, 
freely admit that world diets at best 
have never been good enough. But the 
governing factor, in this view, has to be 
the ability of people to buy food. 

These conflicting views are to come 
to grips when the harvest reports come 
in this autumn. The controversy will not 
end then, however. Pressure of new So- 
cialist and Communist governments in 
Europe and radical pressures in the 
Orient are to add weight to the side of 
the argument that puts need for food 
above the ability to buy it. 
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ALLIES TO SHARE NAZI ASSETS 
WITH NEUTRALS AS ‘INSURANCE’ 


Settlements designed to prevent 
German economic penetrations. 


Swiss agreement 


Indirect “reparations” for neutral 
countries, that may run up to more than 
500 million dollars, are being approved 
now by the Allies. 

Settlements making possible this 
financial gain for nations that played no 
part in the war are resulting from nego- 
tiations aimed at wiping out the German 
economic network around the world. Re- 
luctant as they were to share the Nazi 
property with countries that shared none 
of the enormous cost of the conflict, Allied 
authorities have decided that the arrange- 
‘ment actually is an acceptable by-product 
of much more important operations. 

The Allies are willing to give some of 
the neutrals a part of the enemy assets 
within their boundaries on the theory this 
action will buy a practical, inexpensive 
insurance premium against future Ger- 
man economic penetrations. Such eco- 
nomic penetrations, if permitted, cer- 
tainly would figure in the preliminaries 
to a third World War. 3 
{ Settlement pattern. With the possible 
exception of Spain, all of the neutrals 
stand to benefit in some degree in the 
disposition of German holdings estimated 
to be worth up to $1,200,000,000. The 





How Gold Loot in Switzerland Has Been Divided 


serves as model 
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U.S. TAX EXPERT PAUL 
Principal negotiator for Allies 


agreement recently concluded with Switz- 
erland is expected to provide a pattern for 
other settlements to come. 
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Switzerland, under the agreement, is 
to receive half of a Nazi hoard the Al- 
lies figure is worth 750 million dollars. 
She also will receive one third of 88 
million dollars in looted gold which the 
Nazis deposited in Switzerland. This gold 
will help settle Swiss claims against Ger- 
man nationals. In addition, the Swiss will 
benefit from the unblocking of 1% billion 
dollars of their assets in the United States 
and the cancellation of the “black list” 
that has kept hundreds of their firms shut 
off from commercial relations with the 
United States. Against these gains, Switz- 
erland will lose much of her reputation 
as a “safe haven” for the capital of ag- 
gressor nations, and her economy is ex- 
=. to suffer some from the withdrawal 

German patents and research informa- 
tion. 

Sweden will be the second neutral to 
profit from a reparations agreement with 
the Allies. There are at least 100 mil- 
lion dollars worth of German assets in 
that country. Swedish negotiators con- 
tend that the Swedes had 250 million 
dollars in claims against Germany, in- 
cluding machinery in Swedish-owned in- 
dustrial plants already removed from the 
Reich by the victors. They said, after 
some argument, that their Government 
was willing to return any looted gold de- 
posited in Sweden if it could be identified 
by Allied officials. 

Spain, as a result of the Franco re- 
gime’s friendship for the Axis, ultimately 
may get no part of the 100 million dol- 
lars in German holdings hidden there, but 


the Spanish position has been stiffened 


somewhat as a result of the Allied accord 
with Switzerland. As a step to soften the 
United Nations’ criticism, the Spanish 
Government in April froze all German as- 
sets in Spain. Already, she has turned 
over to Allied Control Council representa- 
tives obvious German Government prop- 
erty, such as the embassy and consulate 
buildings. But she has not yet surrendered 
to Allied demands for privately owned 
assets. 

Portugal, Eire and Turkey are believed 
to have provided sanctuary for 200 mil- 
lion dollars of German wealth. To date, 
the Portuguese have been more co-opera- 
tive than Spanish officials in giving infor- 
mation on German-controlled enterprises. 
This attitude is expected to enhance 


























Portugal's chances of sharing in the liqui- 
dation. Eire and Turkey will be dealt with 
in separate negotiations that will turn on 
the willingness of those nations to help 
Allied investigators ferret out Nazi prop- 
erty nominally owned by Irishmen or 
Turks. 

Latin-American countries, as members 
of the United Nations and participants to 
sreater or lesser degree in the war, may 
be allowed to divide among themselves 
more than 500 million dollars in German 
external assets. Toward that end, the 
United States will urge that Latin 
America be exempted from the Allied 
Control Council’s order taking over all 
German assets abroad. This will be done 
once it is clearly evident the American 
Republics can root German economic in- 
fluence out of their commerce. In await- 
ing this development, the Allies will keep 
a watchful eye on the behavior of Ar- 
gentina. 

Gratified that the protracted negotia- 
tions with the Swiss finally have been rati- 
fied, economic experts of the Allies hope 
to complete arrangements with the other 
nations this summer and autumn. The 
first accord was signed in Washington on 
May 25 and ratified late last month by the 
Swiss Parliament. 
| Liquidation procedure is worked out in 
detail in the Swiss agreement. Inventory 
and liquidation of German property will 
be undertaken by the Swiss Compensa- 
tion Office, with safeguards for bona fide 
refugees. Compensation to the owners 
will be paid in marks, half to be furnished 
by the Allied Control Council for Ger- 
many and half by Switzerland out of 
funds that the Council now holds in the 
Reich. 

Just who will be permitted to acquire 
what property will be determined by the 
Compensation Office, in co-operation 
with a joint commission to be made up 
of one representative each from Great 
Britain, France, the United States and 
Switzerland. The commission will act by 
majority vote. 

Should the Compensation Office and 
the joint commission disagree, the dispute 
will be submitted first to a Swiss review- 
ing authority and then, if necessary, to 
arbitration by a tribunal of three, one 
member chosen by the Allies and one by 
Switzerland. These two then will choose 
the third member. 

Here is how the deal with Switzerland 
developed out of the discussions formally 
opened on March 18: 

The Allies, through their principal ne- 
gotiator, Randolph Paul, former United 
States Treasury tax expert, demanded all 
German assets by right of conquest. The 
Allies insisted that the neutrals showed 
no signs of liquidating the holdings on 
their own initiative, for fear of a possible 
revival of German might. Paul expressed 
sympathy with “Switzerland’s difficult 
position in the war” and pledged negotia- 
tions free of the pressure implicit in 1% 
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billion dollars of Swiss assets blocked in 
the United States, plus the commercial 
black list. 

Switzerland, long a haven for refugee 
capital, objected to the Allied demands, 
arguing that to give up any of the prop- 
erty would compromise her sovereignty. 
Dr. Walter Stucki, chief of the Swiss dele- 
gation, declared that the question of rep- 
arations must be one for the belligerents 


alone. 


The impasse was broken finally when 
the Swiss suggested that they liquidate 
all of the German assets to satisfy their 
own claims. Allied negotiators pointed 
out that this proposal ran counter to 
the previous Swiss argument that the 
sanctity of private property must be 
safeguarded. 

Then there were disputes as to what 
portions of the wealth should go to each 
side and some high-ranking American 
officials urged that, the greater the share 
the Swiss ultimately would receive, the 
more diligently they would be likely to 
pursue the search for German holdings. 
Moreover, Chief Justice Fred M. Vinson, 
then Secretary of the U.S. Treasury, and 
Assistant Secretary of State William L. 
Clayton advised the American delegation 
not to allow differences over a few dollars 
to jeopardize the objective of future 
security. 

Finally, with the strong moral support 
of the United Nations to bolster them 
against concern over possible German re- 
taliation at some far-distant date, the 
Swiss agreed to transfer the property to 
new owners acceptable to the Allies. 

Technicians estimate that from one to — 

two years will be needed for the actual 
liquidation of the German assets in Swit- 
zerland. Under the reparations formula 
agreed upon at Paris, the Allies’ share of 
the property will be divided on a 28-28- 
16 percentage basis for the United States, 
Great Britain and France, respectively, 
with the balance going to the 15 smaller 
Western Allies. 
§ Over-all goal of the agreements, now 
being worked out, is to smash for all time 
Germanys power to wage an economic 
war. The Foreign Economic Administra- 
tion, in one of its reports, gives this sum- 
mation of the drive against Nazi assets 
abroad: 

“The problem of the Allies is to pre- 
vent the use of resources inside and out 
of Germany for the purpose of supporting 
or aiding aggression. Either througlt de- 
struction, removal, or control, potentially 
dangerous German elements in the eco- 
nomic and social structure wherever lo- 
cated must be dealt with effectively if 
we are to have world security.” 

With the Swiss accord, Allied officials 
now think they have broken up one large 
source of German economic power. By 
employing similar methods in other coun- 
tries, they intend to eliminate such threats 
to the peace wherever found, and to pre- 
vent their restoration. 
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(Man’s ability to control his Itfe on 
this planet has developed gradually. 
By contrast, the world structure 
which forms the basis of that life has 
changed at times with comparative 
suddenness. We are living in such a 
period. In the past 10 years the basic 
elements of the international struc- 
ture have altered more than in any 
hundred years since the fall of the 
Roman Empire. We are, in fact, con- 
fronted with a new world. 

(Yet the basic human elements 
which control that world, whether 
manifest in individuals, peoples, races 
or nations, are not new. They com- 
bine the same strengths and weak- 
nesses, the same virtues and defects, 
the same «_pes and ideals that have 
carried the world thus far in its slow 
and halting advance from the Dark 
Ages. 

(It is, therefore, increasingly ap- 
parent that in the world of today we 
are facing new and gigantic tasks, 
equipped, nevertheless, with the same 
old implements that have served none 
too well in the past. 

(WORLD REPORT presents here- 
with a summary of the major factors 
involved in this situation, which in 
many respects is without parallel in 
a thousand years.) 


AX FUNDAMENTAL CHANGES in the 
world structure are, of course, inter- 
related. That modern development, 
however, which is most closely related 
with other changes and most wide- 
spread in its implications, is the process 
of shrinkage by which the world has 
recently been compressed from a vast 
and loosely connected body into the 
relatively small and closely interrelated 
structure of today. No longer do sover- 
eignty and political independence per- 
mit of a nation’s separate existence un- 
related to other nations and to world 
trends and conditions. Politically, eco- 
nomically, mechanically and’ socially, 
the world has grown smaller. 

This process, however, is not due pri- 
marily to technical progress—to the air- 
plane, the radio or the atomic bomb. 
Nor is it due to the new world organi- 
zation. It is the composite result and 
the cumulative effect of long-term ten- 
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dencies and developments, accelerated 
by the recent war and now brought 
clearly into focus by the common strug- 
gle to rebuild the world on the wreck- 
age of that catastrophe. The over-all 
result of this shrinkage of the world 
structure is vastly to complicate the 
problems of international relationships 
and to make more vitally necessary than 
ever effective means by which man can 
expand the limits of his capacity for 
meeting such problems. 


PATTERNS OF POWER 


Not only has the size of the world 
changed, but the pattern of that world 
also has changed. During most of the 
past 100 years, the pattern of world 
power was established by six or seven 
traditionally great nations, who main- 
tained among them a balance of power 
which, whether we like the system or 
not, did avoid a world war for almost 
a century. 

Of the seven great powers of only 50 
years ago, who maintained this balance 
of power, Germany, Japan and Italy have 
met total defeat in this war. As a result, 
they have been reduced to relatively 
minor powers which will be subject 
to effective control by the surviving 
great powers for the foreseeable future. 

France, while one of the victors in 
the war, suffered such cruel blows that 
even with her key position in Western 
Europe and with her preferred status 
in the U.N. organization, as a_ per- 
manent member of the Security Council 
with veto power, she is nevertheless 
not one of the three really great powers. 
France is, in fact, merely the first of 
the two secondary powers—the other 
being China—because of her size, po- 
tential resources and the position ac- 
corded her in the U. N. in hopes of her 
ultimate stabilization and development. 

Of the three remaining great powers, 
the United States has emerged as the 
first power of the world, subject only 
to the willingness of her people and 
the capabilities of her Government to 
accept the responsibilities and sacrifices 
which go with that position. As a result 
of the war and her postwar accomplish- 
ments, Russia is a good second and is 
drawing closer to the United States as 
the world’s greatest power. These two 


nations are the really dominant powers, 
each supreme on its own side of the 
world and each, for the foreseeable 
future, incapable of enforcing its will 
on the other. The British Empire, in 
most elements of national power, has 
progressively declined since the end of 
the century, until now, while still the 
third great power, it occupies a position 
clearly below the U.S. and Russia. 

In other words, instead of the former 
seven great powers, there are now but 
three; the United States, Russia and 
the British Empire, newly arranged in 
that order. Furthermore, whereas the 
former great powers tapered off into the 
category of the secondary powers, there 
is now a wide margin of strength and 
capabilities between these three powers 
and all other nations. 

This fundamental change in the pat- 
tern of world power is further compli- 
cated for the future by the introduc- 
tion of two artificial factors. These are 
the planned repression of the normal 
development of certain potentially great 
states and the attempted acceleration of 
the normal development of certain other 
states. 

Germany, Japan and, to a much less 
degree, Italy, are potentially great pow- 
ers who, but for their recent defeat in 
a bid for world domination, would now 
bulk large in the pattern of world 
power. As a result of bitter experience, 
however, the other nations find it essen- 
tial to world peace and security to con- 
trol the political, military and economic 
power of these nations and to deny 
them their normal stations in life, for- 
feited by their crimes against the world. 
In its bearing on the world problems, 
this is a situation largely without prece- 
dent, and one which will be a vital fac- 
tor for decades to come. 

A similar unprecedented change in 
the world structure is the artificial build- 
ing up and stimulation of two secondary 
powers to the stature and station of 
great powers. In the case of China, this 
process is justified by the intrinsic pos- 
sibilities of her development and by the 
fact that a stabilized world seems to 
demand peace and security in the Far 
East, which in turn requires a stable 
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France, this support is justified by her 
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Ten Momentous Years That Changed 
The Pattern of Life for All Mankind 


history as an ally, by her underlying 


strength, by the extent of her colonial 
empire, and by the strategic position 
she occupies in Western Europe. 

Coincident with these changes in the 
pattern of world power, there has like- 
wise been a change in the pattern of 
national policies throughout the world. 
The United States is apparently in the 
process of passing from nationalism and 
isolationism to full internationalism and 
an increasing degree of world leader- 
ship. Russia has superimposed on her 
basic policy of world-wide communism 
a policy of aggressive nationalism, in- 
volving domination of adjacent areas 
and aggressive participation in inter- 
national affairs in support or extension 
of that policy. 

The British Empire is making heroic 
efforts to regain her lost power, to resist 
the aggressive designs of Russia, to 
strengthen her association with the 
United States and to solve the Empire's 
problems arising from the disruptive 
elements among the British nations. 

Among the American states, the Arab 
states, the Eastern European states and, 
to a less degree those of Western Eu- 
rope, there is a growing tendency for 
smaller countries to coalesce in regional 
arrangements or blocs within the over- 
all organization of the United Nations. 
All nations are watching the attempts 
at peace settlement and the develop- 
ment of the United Nations with an 
eye to their particular interests. 


CLASHING IDEOLOGIES 


Another important factor in the 
change which has come over the world 
is the development of a world-wide 
cleavage along ideological lines—com- 
munistic totalitarianism versus demo- 
cratic nationalism—the individual for 
the state or the state for the individual. 
While this phenomenon has not yet 
reached its full development, it never- 
theless transcends in kind and extert 
any similar situation of the past. Per- 
haps the nearest approach to it existed 
a century or more ago when democracy 
in the Americas was in conflict with 
the monarchial system of Europe. But 
then the differences were more of de- 
gree than of substance and the issue 
was less clearly drawn than now. 
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This present-day cleavage cuts two 
ways. It tends to align the Soviet World 
against the Western World and at the 
same time to divide nations within 
themselves. It divides both vertically 
and horizontally. It is an element of 
great importance in the world struc- 
ture and one which in the last analysis 
may be the critical factor as between 
world peace and security on the one 
hand and chaos on the other. 

Another factor in this new world, 
without counterpart in the past, is the 
world-wide upsurge of backward and 
dependent peoples—a rapid accelera- 
tion of the urge which has always 
existed toward improving their lot. The 
power and extent of this movement is 
clearly indicated by demands made and 
by measures already taken or promised 
in India, the Philippines, the Nether- 
lands East Indies and other dependent 
areas. The importance of this factor is 
recognized in the provisions of the 
Charter of the United Nations concern- 
ing trusteeships. 

These provisions of the Charter, how- 
ever, merely outline a system which it 
is hoped will meet the situation. So 
far, there is not much in the record of 
the U.N. to encourage optimism in 
this regard. In any case, the develop- 
ments arising from these widespread 
movements among dependent peoples 
cannot but materially affect the inter- 
national structure of the future. 

The world of today is unique in the 
extent to which war has left it wounded, 
starved and disorganized. There have 
been many wars of destruction, ancient 
and modern, but none of such world- 
wide proportions—none of such vast 
destruction in life and property, none 
so deadly in wrecking political, social 
and economic concepts which had taken 
centuries to develop. It is to be pre- 
sumed that time will heal many of 
these wounds. But the disruption of the 
former political and economic structure, 
the development of new concepts of 
controlled economy and world trade, 


the picture of one nation feeding and 


financing half the world, all point to 
revolutionary changes in the life of all 
peoples. 

Another new factor of great impor- 
tance is the United Nations. Once be- 





fore, in the form of the League of Na- 
tions, a similar organization was at- 
tempted. It failed because the world 
was not yet ready for it. It remains to 
be seen what part the United Nations 
will play in the world of the future. 
Nevertheless, a world organization, 
dedicated to maintaining world peace 
and security and advancing the- well- 
being of all peoples, has been estab- 
lished and, within certain limits, is 
functioning. It has profited by the ex- 
perience of the League of Nations. It 
has many powers and _ possibilities— 
tangible and intangible. It is handi- 
capped by ascribing to it greater powers 
than it can possess. It emphasizes the 
fact that the one essential to world se- 
curity and peace is the co-operation of 
the three great powers. 


THE ‘ATOMIC AGE’ 


The concluding item in the list of 
major factors in the new world is the 
advent of what has been loosely de- 
scribed as the Atomic Age. It is prob- 
ably true that man’s recent discoveries 
in the field of nuclear energy will mark 
a major turning point in his life on this 
planet. The subject certainly provokes 
the imagination. But because of that 
very fact, it would seem wise to remem- 
ber that the event is so close to us, 
the problems it presents so new and so 
vast, that we cannot realize their true 
character, much less solve them, now. 

No one can foresee at this time the 
relationship between atomic energy as 
a factor in our new world and the other 
major factors which have been men- 
tioned. That it should ever dominate 
all of them would seem doubtful and 
an assumption certainly not justified by 
present knowledge. On the other hand, 
there are obviously political, economic 
and military aspects of nuclear energy 
which will add to, complicate and may 
even dominate future world problems. 

In conclusion, it may be said of the 
above eight major factors which largely 
account for this new world, that each 
contains conflicting elements—elements 
which tend to draw mankind in op- 
posite directions. Many of these ele- 
ments offer temptation to all human 
shortcomings. Others appeal to all that 
‘is best in man. In the long run, the 
future will be determined by which of 
these two sides of mankind shall pre- 
vail. History proves that, however small 
the margin, the abilities and virtues of 
man outweigh his defects. The problems 
of our new world, however, demand a 
wide margin for the future. 
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Where Truce Teams in Chi 


RUCE TEAMS are attempting to prevent or settle sporadic clashes 
between Nationalist and Chinese Communist military forces in 
North China and Manchuria and bring China's civil war to a real end. 
The “truce teams,” each composed of one American, one Nationalist 
and one Communist officer, are seeking to maintain peace in the field 
while Gen. George C. Marshall, acting as the neutral mediator, attempts 
to work out a permanent agreement for peace between the Nationalist 
Government's Generalissimo Chiang Kai-shek and the Chinese Com- 
munists Gen. Chou En-lai. 

The Nationalists control all of China south of the Yangtze River. 
North of the Yangtze, the countryside is dotted with trouble spots. 
The 33 “truce teams” in the field work in Northern areas still in dispute 
between Chiang Kai-shek and the Communists, as shown on the World- 
graph. Teams are spotted along lines of communications and strategic 
positions, from which they can quickly get into any specific spot to 
negotiate with the local Nationalist and Communist commanders. 

General Marshall organized the teams because of the great distances 
and the inadequate radio and other communications facilities in North 
China. Many isolated units had been out of touch with their head- 
quarters for months. The teams now act as a peaceful buffer between 
the Nationalist and Communist forces facing each other, provide au- 
thoritative information on the negotiations and agreements between 
Generalissimo Chiang and General Chou, induce them to stop or avoid 
hostile actions and generally maintain peace. 

Where opposing Nationalist and Communist units have been found 
and pacified, the “truce teams” have been successful in maintaining at 
least a surface peace. Where opposing forces have been without contact 
with higher headquarters for prolonged periods, there have been clashes, 
or violations or alleged violations of the truce terms agreed on last Janu- 

ry. It is to those scattered villages and towns in the interior that the 
“truce teams’ travel by plane, jeep or foot on their peace missions. 

The American-Nationalist-Communist teams have been able to contact 
and negotiate very successfully on-the-spot truces with Nationalists and 
Communists in Manchuria, but there remain a number of spots in North 
China, particularly in Shantung, Jehol, Chahar and Northern Kiangsu 
provinces, that require the teams’ constant attention. 

More work will come for the teams in observing operations where Na- 
tionalist and Communist forces withdraw from specified areas under the 
general peace agreements. 
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PLAN TO FINANCE TRADE 


WITH BANK CREDITS 


Prospects brighten for revival 
of private lending to governments. 
Wall Street still cautious, however 


Prospects for a revival of private 
lending on an international basis are 
looking up. Countries with good credit 
ratings once again are entering the New 
York financial market to negotiate for 
loans. 

American bankers and industrial- 
ists are showing more interest than at 
any time since before the war in re- 
establishing commercial trade through 
private loans. But Wall Street still is 
supercautious in its loan policy. 

Because U.S. bankers have not 
forgotten their sad experiences with in- 
ternational loans in the 1920s, govern- 
ments looking for private funds in the 
U. S. capital market now must do a good 
selling job. 

Loans granted by the U.S. Export- 
Import Bank to other countries since 
V-J Day total about $1,900,000,000. But 
private loans to other governments dur- 
ing the same period amount to only 250 
million dollars. 

§ Credit risks involved in many of the 
Export-Import Bank loans were too great 
to be considered by private bankers. 
Precarious business conditions, particu- 
larly in Central Europe and Asia tend 
to frighten off private bankers. Other 
Export-Import Bank loans, such as the 
recent loan to France and the loan to 
Saudi Arabia, were undertaken as much 
for political as for economic reasons. 

Since the war's end, the only Export- 
Import loan in which American bankers 
have participated without guarantees has 
been the 200 million dollars granted the 
Netherlands last March. The private 
banks took half of that, after some urging. 

The Central Bank of Norway has just 
succeeded in getting a 16 million dollar 
revolving credit from a New York bank 
group, although the loan was negotiated 
originally in March 1945. 

It has not been easy for foreign coun- 
tries to get private loans in the U.S. 

{ Advisory committee. But now, with 
world trade picking up in most areas, 
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American business men and bankers are 
reviewing the loan situation again. 

To organize the effort and to give it 
official Government sponsorship, Presi- 
dent Truman has appointed a 12-man 
committee of industrialists and bankers. 
Long-range objective of the group will 
be to return as much as possible of in- 
ternational trade and financing to private 
channels, but for the short-term future 
it is expected frequently to call upon the 
Export-Import Bank for assistance. Prin- 
cipal immediate interest of the committee 
is to find export markets for surplus 
American capital goods. 

Equally divided between bankers and 
industrialists, the committee includes 
Winthrop Aldrich of the Chase National 
Bank, Gordon S. Rentschler of the Nation- 
al City Bank, Paul Hoffman of the Stude- 
baker Corporation, and others. Only one 
member is an investment banker. Indus- 
tries represented on the committee are: 





NATIONAL CITY’S RENTSCHLER 
Seeking export markets for surplus American capital goods 


agricultural implements, automobiles, 
electrical equipment, steel, rail equip- 
ment and machine tools. Each has a big 
export potential. 

Both Government and private financial 
circles hope the committee will be quick 


to achieve its goal of exploring and_ 


establishing “natural” lines of export for 
the United States. They point out that 


foreign purchasers readily accept the ~ 


higher labor costs included in the price 
of some American machinery because 
of the relative quality and durability of 
the products. 

Appointment of such a committee 
stems from the activity of a New York 
railway equipment dealer, who _ trans- 
mitted the plan to President Truman and 
Treasury Secretary Snyder through a 
member of the “Little Cabinet.” 

Bankers feel the committee may pro- 
vide them with larger participation in the 
lending field. Short and medium-term 
loans running up to five years’ maturity 
are of interest to commercial bankers 
particularly, as credit conditions improve 
abroad. In this field a certain amount of 
friction has developed between private 


- 


financiers and the Export-Import Bank. | 


The difficulty is that borrowing countries 
know that, if private bankers do not offer 
satisfactory terms, they frequently can 
turn to the Export-Import Bank, which 
was set up to supplement private lending 
rather than to compete with it. However, 
the Bank now has only about 800 million 
dollars uncommitted, and three fourths 
of this already is earmarked for China, 
Turkey and Chile. 

Increasing the lending authority of 
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the Bank by 1% billion has been proposed, 
but it is unlikely that Congress will do 
anything about it before adjourning. 

Without the proposed 1% billion dol- 

lars, the Export-Import Bank will not 
have much to lend. 
{ Borrowing countries, therefore, will 
have to turn increasingly to U.S. pri- 
vate bankers for dollars, unless they can 
wait until 1947 when the International 
Bank for Reconstruction and Develop- 
ment will be able to make its first big 
loans. 

On the basis of the record thus far, 
only those countries with relatively good 
credit ratings will be accommodated by 
U.S. private banks. 

The Netherlands is: discussing with 
American underwriters a possible bond 
issue of 50 million dollars. Moreover, the 
Royal Dutch Airlines (KLM) are under- 
stood to be negotiating for one or more 
bond issues, aggregating more than 10 
million dollars. Should these Dutch issues 
materialize, they would be the first flota- 
tions of European bonds in the American 
market since 1937. 

Norway, Denmark, Belgium and Aus- 
tralia also are reported dickering in Wall 
Street for about a quarter of a billion 
dollars. Most of these loans would in- 
volve refunding of bond issues carrying 
high interest rates of 4 to 7 per cent. 

Refundings, if successful, might be 
followed by attempts to get new money. 
{ The prospect. Borrowing countries will 
find U.S. bankers extremely cautious— 
and with good reason. In 1945, of 5 bil- 
lion dollars in foreign dollar bonds out- 
standing, half were in default. These 
were the bonds floated so readily in the 
1920s. Attitude of many U. S. investment 
bankers is “once burned, twice shy.” 
Nevertheless, American capital now is 
beginning to search out the good spots 
for investment abroad. 
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On 12-man advisory committee 
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American South African Line’s S. S. AFRICAN SUN, loading wool at 
Cape Town. W. Clifford Shields, Jr., Vice Pres., AMSALINE, states: 


"In a voyage from New York to Cape Town, as many as Six 
weather fronts may be encountered, with rapid temperature 
changes of 15 to 30 degrees. Such wide variations of temperatures 

be prime cause of conditions that result in sweat damage. 
Cargocaire has proved to be a most satisfactory method of 
suppressing such damage.” 


Tow. .-Cargocaire Takes a Load Off Your Mind 


When you ship by water, you'll be glad 
to know that Cargocaire—the most im- 
portant advancement in years in the 
care of cargoes—is guarding your in- 
vestment. 


Cargocaire is the new ventilating and 
dehumidifying system that keeps ship- 
holds dry in all weather. Sweat-caused 
rot, rust, taint, spoilage, container and 
label damage just can't happen. 


While your insurance may cover any 
cargo damage caused by sweat. . . Car- 
gocaire prevents the damage and also 
covers the uninsurable losses: disap- 
pointed consignees, loss in profit, time 
spent in filing claims. 


No claim for sweat-damage has ever 
been made on cargo protected by Cargocaire! 


A. Air supply for ventilation in good weather. B. Exhaust. 
C. Cargocaire unit, supplying dehumidified air to mix with 
outside air or recirculated air within each hold. No tempera- 
ture control needed . . . no addition to crew. 
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Free Folder on “Fair-Weather™ Shipping 
If you grow, manufacture, ship, carry, 
buy or insure water-borne goods, you'll 
want full information about this revo- 
lutionary system. Send coupon for 
“It’s Always Fair Weather—the Story 
of Cargocaire”’. 


These lines offer Cargocaire protection: American Ex- 
port Lines - American Hawaiian S. S. Co. - American 
President Lines - American South African Line - Fur- 
ness Withy—British - Lloyd Brasileirco—Brazil - Lykes 
Brothers S. S. Co. - Moore - McCormack Lines 
Adantic Gulf & West Indies - Brodin Line—Swedish 
Delta Line - Peninsula & Oriental—British - Robin 
Line - Waterman Line. 

Look for the American Bureau of Shipping symbol 
“*V DS” indicating protection by Cargocaire Ventilating and 
Dehumidifying System (patented in U. S. and foreign 


countries). Cargocaire Engineering Corporation, New York, 
London and Goteborg, Sweden. 





TAKES IT ACROSS, WITHOUT SWEAT LOSS 


ne T-2: T 
| Cargocaire Engineering Corporation | 

15 Row, New York 7, New York 

Gentlemen: Please send me “It's Always Fair | 
Weather—the Story of Cargocaire”’ | 
| Din casaneeceos eeeeeeeeeweeeeeeeeeneene eense | 
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ALUMINUM INDUSTRY 
SEEKS NEW MARKETS 


Outlets must be broadened to keep 
pace with increased production of 
wartime. Campaign is led by Canada 


A drive is on to increase the 
world use of aluminum. Behind this cam- 
paign is the fact that war-built aluminum 
plants abroad must find larger peacetime 
markets to keep production going. 

World capacity for making alu- 
minum now is five times as large as the 
prewar consumption of the metal. Can- 
ada’s aluminum industry alone has eight 
times the production capacity it had be- 
fore the war. 

The Canadian industry is leading the 

campaign to broaden world markets, but 
industries in other countries have a direct 
stake in the outcome. 
§ Aluminum output and demand are 
linked to prices. The U.S. price is at a 
record low of 14 cents a pound. Alumin- 
ium Ltd. of Canada has brought its price 
down from 15.3 to 12 cents a pound. 
Other price drops may follow. 

The U.S. industry has no immediate 
need for export markets. It can count 
on a heavy domestic demand for years. 
If a price of 12 cents a pound is reached, 
the demand within the U.S. could take 
‘more aluminum than the country pro- 
duced in the peak year of 1943, accord- 
ing to a recent report of the U.S. Tariff 
Commission. Even at present prices, 
U.S. aluminum consumption may reach 
the 1943 level for the next five years. 

Canada, on the other hand, has a small 
domestic market. With a production 
capacity half that of the United States, 
the Canadian industry must sell most of 
its product abroad. A U.S. tariff of 3 
cents a pound keeps Canadian aluminum 
out of U.S. markets, but it has outlets in 
the British Empire, Europe, South Amer- 
ica and Asia. 

Negotiations now are being carried on 
between Canadian aluminum interests 
and aluminum producers and consumers 
abroad to open up new markets. Govern- 
ments are participating in these nego- 
tiations. 

§] World customers for the metal are be- 
ginning to appear. 
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PROCESSING ALUMINUM 
Five times larger than prewar needs 


Britain wants aluminum to work into 
manufactured products for the export 
trade she must have in the future. The 
metal is needed for the production of 
vehicles, airplanes, household appliances 
and other goods. In addition, aluminum is 
being used in rehousing projects. 

Through its Ministry of Supply, Britain 
has concluded a contract with Aluminium 
Ltd. of Canada calling for the delivery 
of 215,000 tons of aluminum in 1946 and 
1947. The contract will take much of 
Canada’s 500,000-ton annual output. This 
is in part payment for Canada’s ad- 
vances of funds during the war. 

Russia may become a more important 
aluminum market than it was before the 
war. Soviet aluminum production in 
1944 was estimated at 71,000 tons. Now 
the Russians control the bauxite deposits 








and aluminum plants of Hungary and_ 
Yugoslavia. But the fact the new Soviet 
Five-Year Plan calls for a 100 per cent) 
increase in aluminum output shows that 
Russia needs more aluminum than she” 
can produce. 7 

Axis markets are to be taken over by 
other producers, such as the Canadian 
industry. Although Germany and Japan 
had but a small share of the international 
aluminum trade before the war, the 
countries they did supply now must look 
elsewhere for the metal. 

{| Favorable factors supporting Canadian 
companies in the drive for broadened 
world markets already are present. 

Raw materials. Bauxite, from which 
aluminum is made at lowest cost, is con- 
trolled partly by the Canadian industry, 
assuring it of production materials. 

Cost to consumers is another favorable 
element. Aluminum can be used more 
economically than steel or copper in 
some cases. Consequently, it enjoys spe- 
cial advantages in European markets 
where the latter two materials are scarce. 

Empire preferences place Canadian 
aluminum in a favorable position in Brit- 
ish Empire markets. They make possible 
a close association with the government- 
owned industries of other dominions. 
¥ Obstacles to the Canadian-backed drive 
to step up aluminum consumption can 
come principally through the possibility 
of high protective tariffs in consuming 
countries. A wave of “protectionism” 
could cut off much of the market now 
being sought. 

Aluminum interests know that the 
Canadian export drive can reach full 
success only if other countries, which 
need aluminum, subordinate military con- 
siderations to economic considerations. 
Potential customers will have to prefer 
to take cheap aluminum from abroad 
rather than build up their own aluminum 
industries for security reasons. If they 
choose to develop their own industries, 
high tariff barriers will result. _ 

If that should happen, each country 
might have a separate market supplied 
by a protected industry operating at 
high cost. World consumption of alum- 
inum would be restricted by high prices. 
§{ Other countries have a stake in inter- 
national negotiations for broader alumin- 
um markets. Britain hopes Canada’s cam- 
paign succeeds, because protective tariffs 
abroad not only would affect semimanu- 
factured aluminum, they might extend 
to goods manufactured in whole or in 
part with the metal. Such products figure 
prominently in Britain’s eventual export 
plans. U.S. exporters of aluminum prod- 
ucts have an interest in the Canadian 
export campaign for the same reason. 
























Raw material markets everywhere are reacting hopefully to the 
price situation in the U.S. Scarce commodities, such as wheat, corn, 
vegetable oils, cocoa, sugar, copper, lead, shellac, are moving up in 
"free" markets. These moves were expected, were tempered by uncer- 
tainty regarding U.S. price controls. 


Most drastic reaction to OPA suspension was Canada's defensive 
step in bringing her dollar up 10 per cent to parity with U.S. dollar. 

Revaluation of Canadian dollar shows Canada's conviction that 
U.S. prices are due for quite a rise, OPA or no OPA. 

New rate for Canadian dollars means that: 

Imports into Canada will be stimulated since Canadian dollars now 
will buy 10 per cent more. This advantage, however, will be cut down as 
prices in supplier countries increase. 

' Exports from Canada will bring 10 per cent less, but this disad- 
vantage will be reduced as prices in buying countries advance. 

Canadian securities will be more attractive to U.S. buyers whose 
return will now be in 100-cent dollars instead of 90-cent dollars. 

U.5. tourist dollars will now buy 10 per cent less, but tourists 
will flock to Canada anyway this year. 

Canada is trying to keep price controls on most necessities and 
the revaluation is an attempt to insulate her economy to some degree 
from U.S. inflation. Prospects for her success are not too bright. 

















Faster spending of U.S. dollars loaned to other countries is 
ahead -=- particularly if U.S. prices boom. 

Rate of spending of U.S. Export-Import Bank loans is increasing. 

Monthly average disbursements in the first quarter were 49 mil- 
lion dollars; in April, 108 million; in May, 150 million. 

Total disbursements through May were only 400 million against 
total loans of about 2 billion granted since July 1, 1945. 

Borrowing countries will start paying out these loan dollars for 
American goods at a faster clip as prices point upward and as more prod- 
ucts become available for export. Chief industries to benefit will be 
rail equipment, machine tools, trucks, agricultural implements, elec- 
trical equipment. All Export-Import Bank money must be spent by borrow- 
ers in the U.S. for American goods and services. 
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(Coutinued) 


U.S. Export-Import Bank and the State Department are tangling 
behind the scenes on international loan policies. The Bank objects to 
simply processing political loans already negotiated by the State 
Department. The Bank considers it has a commercial function--to help 
exporters and importers. Political loans have used most of its funds. 





Cautious revival of U.5. private lending to other countries is 
apparently getting under way. Wall Street, once burned on such loans, 
is twice shy but curious. Negotiations with half a dozen countries are 
going on. You get this story in detail on page 26. 





Shanghai's trade is booming in a lop-sided way..... 

China's biggest port is crowded with shipping. Warehouse space is 
at a premium. Rail and trucking facilities are strained. Textile plants 
are humming. But food is high and is plentiful only for the rich. 

Commercial imports into Shanghai are twice the pre-invasion 
level. They reached 40 million dollars in April, doubling the March 
figure and 40 times as large as in November 1945. 

More than half of commercial imports are raw cotton. Other impor- 
tant items are petroleum products, metals, machinery. UNRRA pours in 
foodstuffs as into a vacuun. | 

Inguiries by Chinese firms are flooding American exporters, who 
have now set up more than 100 agencies or branches in Shanghai. 

But exports from Shanghai and China as a whole are microscopic, 
about 5 per cent of imports. Raw silk is the main item. Tung oil, tea, 
furs, vegetable oils--the old reliables--are still a trickle. 

High labor costs, shortage of raw materials, inadequate trans- 
portation, exchange instability, all are hampering exports. 

A trade balance is many months, perhaps years, away for the Chi- 
nese. To right their lop-sided trade accounts, big international loans 
are needed to supplement U.S. and Canadian credits already extended. 

China will get half a billion dollars from the U.S. Export-Import 
Bank just as soon as General Marshall gives the signal. 























First organized opposition to British nationalization appears. 

stockholders of British railroads are preparing for a fight 
against threatened nationalization. 

First step is to be circularizing of 850,000 stockholders to back 
up the fight of the managements of the four British railroads. 

Meanwhile, the bill for state control of coal is getting its 
final going-over in Parliament. 

Spread of nationalization to the Dominions is seen in the pros- 
pect that when Britain takes over cable and radio communications, the 
Dominions will follow suit. Like the British, the Dutch and Norwegians 
will now nationalize their central banks. State controls thus continue 
their world-wide spread. 
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RESTRICTIONS ON AXIS EXPORTS 
LEAVE GAPS IN WORLD MARKETS 


Allied and neutral suppliers are 
unable to meet all demands from 
buyer nations, delaying recovery 


The job of filling the gaps in 
world markets caused by the elimination 
of Germany and Japan as leading export 
nations is becoming one of the most per- 
plexing problems of the peace. 

Britain, the U.S., Canada, Sweden 
and Switzerland are supplying some of 
the needs of former Axis customers. East 
European markets, once supplied by 
Germany, now are completely dominated 
by Russia. Some countries formerly de- 
pendent on German and Japanese exports 
are becoming self-sufficient. 

Nevertheless, world exporters find 
it impossible to take over entirely the role 
in world trade once held by the defeated 
nations. As a result, the economic revival 
of some buyer nations is being seriously 
delayed. 

Almost every nation is confronted with 
widespread shortages. Facilities of na- 
tions that normally have goods for sale 
abroad are taxed almost beyond capacity 





by the effort to supply domestic demands 
built up during the war. Such surpluses 
as do exist have to be rationed out among 
world customers. 

German and Japanese production of 
metals, chemicals, machinery and other 
items directly necessary to a war economy 
is being controlled and restricted rigidly. 
{| Before the war, Germany, with exports 
averaging over $2,100,000,000, ranked 
third among the exporting nations of the 
world. Japan ranked fourth with exports, 
including shipments to Korea and For- 
mosa, totaling over $1,000,000,000. 

Nearly 70 per cent of Germany's ex- 
ports normally went to other countries 
in Europe. Of the total, 41 per cent went 
to other highly industrialized European 
countries. 

Of Japan’s exports, approximately 63 
per cent went to populous, industrially 
backward countries of Asia, to which im- 
ports were sold at low prices to match 


—International . 


SPINNING REELS IN A JAPANESE TEXTILE FACTORY 
Britain hopes to capture a major share of the export field 








—Black Star 


UNDAMAGED GERMAN PLANT 
Production is controlled 


low purchasing power. Goods imported 
from Japan by Far Eastern areas repre- 
sented more than 30 per cent of their 
requirements. In comparison, the share 
supplied by Britain—Japan’s most impor- 
tant Western competitor—was 15 per 
cent. The U. S. and Germany provided 9 
and 6 per cent, respectively. The present 
situation with respect to the prewar mar- 
kets of Germany and Japan follows: 

* German exports were principally fin- 
ished and semifinished products. Of all 
important raw materials, only coal and 
allied products were exported on a large 
scale. As a result of the Allied policy of 
decentralizing and limiting industrial pro- 


duction, Germanys former customers 
now must look elsewhere for sources of 
supply. 


Chemical fertilizers, totaling 2 million 
tons and valued at 12 million dollars, 
were shipped by Germany each year. 
Now, Germany is unable to meet her own 
requirements for these products, and 
large quantities are being shipped from 
the United States to many of the coun- 
tries normally supplied by Germany. 

Industrial chemicals, totaling, on the 
average, over 2 million tons and valued 
at 131 million dollars, was one of Ger- 
many’s most important exports before the 
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U.S. PRODUCTS IN A NAPLES DRUG STORE 


EGS 


—U. 5S. Signal Corps 


The pharmaceutical market is now completely American 


war. Russia expects to become a leading 
competitor for this exceedingly lucrative 
trade. France and Britain also are mak- 
ing plans to take over part of the German 
chemical market. Canada’s small prewar 
exports are up 350 per cent, and U.S. 
exports of chemicals have increased 20 
per cent in the last year. 

Dyes, weighing approximately 250 
million pounds and worth 72 million dol- 
lars, were exported each year, on the 
average. German dyestuffs were known 
and used throughout the world, the U. S. 
being a leading customer. Through pat- 
ents, industrial knowledge and a skilled 
labor force, Germany enjoyed important 
advantages in the manufacture of these 
products. 

Since Germany's defeat, however, pat- 
ents and formulas are becoming the 
property of the victors. Allied technicians 
now are able to study her industrial tech- 
niques and methods. However, not only 
are British and U.S. manufacturers pre- 
paring to take over German markets, 
Swiss dyemakers are making vigorous 
efforts to increase their shipments abroad. 

Iron and steel products, weighing ap- 
proximately 3 million tons and valued at 
330 million dollars, were exported by 
Germany each year before the war, on 
the average. Now, many of Germany's 
former customers are looking to the 
United States to supply a large part of 
these requirements on a credit basis, but, 
because of high domestic requirements 
and reduced output, U.S. exports of 
these goods actually show a 20 per cent 
decline rather than an increase. 

Machinery, including electric, textile, 
machine tool and other types, was ex- 
ported by Germany before the war at an 
annual rate averaging 510,000 tons. In 
value, this was Germany's most impor- 
tant export, worth 320 million dollars 
annually. The bulk of such shipments 
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was destined for other highly industrial- 
ized European countries. Belgium, for 
example, was an important customer for 
machinery of all types. 

In the case of electrical machinery, 
Germany enjoyed a virtual monopoly 
throughout Europe. Now, because of the 
specialized nature of the equipment sup- 
plied and of machinery needed to make 
it, requirements for parts and replace- 
ments largely remained unfilled. Sweden 
and the United States are making the 
most effective efforts toward meeting 
European requirements. Canada is mak- 
ing sizable exports of electrical and 
heavy machinery, especially to Latin- 
American markets normally supplied by 
Germany. 

Pharmaceuticals, weighing about 17%4 
million pounds and valued at about 50 
million dollars, were exported during the 
average prewar year. European and 
South American countries were Ger- 
manys best .customers. As a result of 
corporate drrangements and trade agree- 
ments between German and U.S. pro- 
ducers, American firms were able to take 
over all Latin-American markets early in 
the war and now completely dominate 
all markets for these products. 

{ Japan’s exports, like those of Germany, 
were largely finished or semifinished 


products. Only in a few products, such - 


as silk and camphor, did Japan possess 
any unique advantage that would account 
for her onetime strong position in world 
trade. 

Textiles and textile fibers were Japan’s 
most important export. In 1936, these 
commodities made up 44 per cent of the 
value of all her exports. In that year, 
Japan exported a total of 2,800,000,000 
square yards of cotton piece goods. Brit- 
ain, Japan’s closest competitor, exported 
during the same period 1,900,000,000 
square yards. Exports by all other coun- 


tries. combined in that year totaled an 
estimated 1,760,000,000 square yards. 

Japan also was the world’s largest ex- 
porter of rayon piece goods. In 1936, 
exports of so-called artificial silk goods 
totaled 612 million square yards. About 
two thirds of Japan’s exports of cotton 
and rayon textiles went to other Asiatic 
countries. Moreover, Japanese cotton and 
rayon exports successfully competed with 
British products in Africa. Latin America 
also was an important market. 

India and China both have long-range 
plans for supplying domestic require- 
ments for cotton goods, but these plans 
largely depend upon imports of textile 
machinery, normally supplied by Japan 
and not available from other sources. 
Meanwhile, Britain, in accordance with 
the recommendations of the Govern- 
ment’s cotton textile study, is making 
plans for capturing a large part of the 
market formerly supplied by Japan. In 
addition, Brazil and Mexico are entering 
the export field, principally in South 
America where U. S. producers of cotton 
and rayon goods also plan to increase 
their exports. 

Silk, Japan’s most important raw ma- 
terial export, never again is to figure as 
importantly as in the past. Of Japan’s 
prewar silk exports, 85 per cent went to 
the United States. In the future, silk is 
to be largely displaced by domestic pro- 
duction of nylon, rayon and other syn- 
thetic products. 

Machinery and metal products, within 
the limits of its Asiatic markets, also fig- 
ured largely in Japan’s export trade. 
Cheap bicycles, hardware, cutlery, sew- 
ing needles and other metal products of 
Japanese origin dominated the Far East- 
ern market. Locomotives, destined for 
Manchuria, were the largest items made 
of metal in Japan’s export trade. These 
were followed by textile machinery. 
More than 80 per cent of China’s textile 
machinery imports were made in Japan. 

As the rising tide of industrialization 

reaches the undeveloped countries of 
Asia and enables them to supply a larger 
portion of their needs, their demand for 
the products normally supplied by Japan 
will diminish. For the present, however, 
an urgent world shortage exists for most 
of the articles supplied by Japan. 
Whether Western countries can supply 
former Japanese markets at prices low 
enough to be within the reach of the 
consumers is doubtful. 
§ Because of the world shortages and 
needs, which are especially acute in Asia, 
some Japanese industry, especially cotton 
textiles, have been restored to production. 
Now, similar demands are being heard 
with respect to Germany, and it is prob- 
able that concessions will be made. Mean- 
while, countries whose economies were 
expanded, or at least left intact, during 
the war are most likely to gain as a result 
of the elimination of Germany and Japan 
as world suppliers. 
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71-YEAR-OLD SCIENTIST, who helped 
Britain win two World Wars, now 
is applying Gandhi-like passive resistance 
against the British in Palestine. Dr. Chaim 
Weizmann (pronounced hai-im_ vaits- 
mahn), known to Jews in Palestine as “the 
President,” leads this campaign from a 
sickbed in his Rehoboth home. 

Weizmann for a quarter of a century 
has headed the World Zionist Organiza- 
tion and its political arm, the Jewish 
Agency, which is recognized by the 
League of Nations Mandate as the official 
representative of Jewish interests in 
Palestine. 

The Agency is under attack by the 
British Government, which charges a 
4ink-up” with anti-British terrorists. Five 
of the Agency's executive committee 
members and 7,000 other Jews have been 
under arrest. Three major cities and seven 
other communities are under martial law. 
Weizmann, long an advocate of peace- 
ful settlement and of reliance on Britain’s 
good faith, repudiates the terrorists’ meth- 
ods. But he agrees with their objectives: 
restoration of civil law and implementa- 
tion of the Anglo-American Committee's 
recommendation that 100,000 Jewish vic- 
tims of Nazi persecution be admitted to 
the Holy Land. 





—Acme 


DR. CHAIM WEIZMANN 
Makes molehills out of mountains 
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WEIZMANN: Prophet of Zion 


The bald, broad-shouldered Zionist 

leader dislikes violence in everything, in- 
cluding language. Russian-born, Weiz- 
mann became a British subject by choice 
40 years ago. He has acquired the Eng- 
lish manner of understatement. The soft- 
spoken chemist’s favorite admonition to 
his aides is: “Make molehills out of moun- 
tains!” 
"| Science and Zionism have been twin 
careers for Weizmann for half a century. 
British gratitude for his chemical discov- 
eries during World War I helped win in- 
dorsement of Palestine as a National 
Home for the Jews. Between the wars, 
Weizmann built a university and research 
institute in Palestine and devoted much 
of his laboratory work to the Holy Land's 
economic development. 

The Zionist leader maintains a strict 
schedule for study and work. He meticu- 
lously records everything from appoint- 
ments to chemical theories in a small 
notebook. He is a man of deep and 
changing moods. 

Sometimes, as he draws on his long 
cigarette holder, Weizmann’s furrowed 
face and small goatee convey an air of 
infinite sadness. But in an instant he can 
become a sparkling companion. He is a 
natural story teller and has an inexhausti- 
ble supply of Yiddish anecdotes. Wher- 
ever he is, he never misses one daily 
ritual, which combines a Russian and a 
British custom—afternoon tea. 

“ Chemistry for Palestine. Weizmann was 
director of the Admiralty Laboratories in 
1916 when Britain was confronted sud- 
denly with a dangerous shortage of ace- 
tone, vital to the manufacture of smoke- 
less powder. In a month of day and night 
work the Zionist leader developed a proc- 
ess for making acetone synthetically out 
of horse chestnuts. Prime Minister Lloyd 


George offered the Jewish scientist hon- 


ors, but Weizmann replied: 

“There is nothing I want for myself. 
But there is something I should like you 
to do for my people.” 

The result, after long negotiation, was 
the Balfour Declaration of 1917, which 
said: “His Majesty's Government view 
with favour the establishment in Pales- 
tine of a National Home for the Jewish 
people.” 

The Zionist movement for 20 years 
had spurred the hopes and imagination 
of the Jewish ghetto-dwellers of Eastern 
Europe and Russia. But it had little 
interest for the Jews of Western Europe 
and the U.S., whose support and finan- 
cial aid were essential to carry out Weiz- 
mann’s vision of mass colonization. “We 
have succeeded in gaining on our side 





Dr. Chaim Weizmann, President of 
the World Zionist Organization and 
the Jewish Agency in Palestine. 
Born: Nov. 27, 1874, in Motol, Gov- 
ernment of Minsk, Russia. 


Education: Pinsk High School; Uni- 
versities of Freiburg, Berlin, Geneva. 


| Profession: Chemist. Instructor, 
University of Geneva. Professor of 
Chemistry, University ~f Manches- 
ter. Director, British Admiralty 
Laboratories, 1916-19. 


Political career: President of Zion- 
ists from 1917 to 1931 and from 
1935 to the present. 











everyone except Jews,” Weizmann said 
dryly. 

To gain this support, Weizmann made 
a dozen tours of Europe, 11 trips to the 
U.S., visited Canada, South Africa, Aus- 
tralia. At first he met great skepticism. 
Before World War I, the German scien- 
tist Dr. Paul Ehrlich complained because 
Weizmann took up an hour of his time 
while counts and cabinet ministers 
waited for 10-minute medical consulta- 
tions. 

“The difference between me and your 
professional visitors is this,” Weizmann 
said. “They come to get an injection 
from you. I come to give you one!” 
€ Arab resistance. With the aid of Law- 
rence of Arabia, Weizmann went to 
trans-Jordan and signed an agreement 
on Palestine with Emir Feisal, then 
leader of the Arab world. But Arab op- 
position to Jewish immigration soon de- 
veloped. The British Government in 1922 
ruled that immigration would be limited 
to the economic “absorptive capacity” 
of Palestine. 

Under Weizmann’s scientific guidance, 
the Zionists drained swamps, reclaimed 
deserts, developed new agricultural tech- 
niques, built new cities and industries. 
In a quarter of a century more than half 
a million Jews, from refugees to Nobel 
Prize winners, were able to join the 
55,000 who were in Palestine in 1918. 

One day in 1936 Lord Peel, head of 
a British commission investigating im- 
migration restrictions, looked into Weiz- 
mann’s Rehoboth laboratory and found 
the Zionist leader peering into a test tube. 
“What are you doing, Dr. Weizmann?” 
Peel asked. “I'm creating absorptive 
capacity,” Weizmann replied. 

In 1939, Prime Minister Neville Cham- 
berlain yielded to demands of the Arabs 
and closed Palestine’s doors to immigra- 
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tion. Weizmann objected strenuously, but 
told Zionists: “If we are in Palestine at all 
it is because of the British,” and plunged 
into war work. His experiments helped 
work out the kinks in the U. S. synthetic 
rubber program. His son, an R.A.F. pilot, 
died in the air over France. 
Weizmann’s faith in England goes back 
to his early youth. A lumber dealer's son, 
he saw Czarist oppression of the Jews in 
his native village in the Pripet Marshes of 
Byelorussia. From school in Pinsk, at 12, 
he wrote his village teacher that Palestine 
was the only solution. Decades later, after 
the Balfour Declaration, the teacher sent 
this note to Weizmann in London. The 
noted chemist discovered he had said the 
Jews must win Palestine by their own ef- 
forts, but that, if help did come from 


anywhere, it would be from England. 

Now Weizmann, whose desire for com- 
promise lost him the leadership of the 
Zionist movement from 1931 to 1935, 
warns the British: “I stand before the 
young Jews as a leader who failed to 
achieve anything by peaceful means.” 

Today, again, Weizmann’s leadership 
is threatened by Zionist extremists, who 
are determined against remaining a 
minority in a hostile Arab Palestine and 
are anxious to rescue Hitlers victims 
from Europe. Weizmann’s answer to de- 
mands for open war is passive resistance. 
But unless he can gain full British co- 
operation, Weizmann’s leadership may be 
repudiated again and the hopes for a 
peaceful solution in Palestine will become 
slimmer than ever. 


VAN MOOK: Seeks Peace in the East Indies 


HE FUTURE of the troubled Dutch 

Empire in Southeast Asia, the Nether- 
lands East Indies, now racked by po- 
litical agitation and economic stagnation, 
depends to a considerable degree upon 
the ability of one man. He is Dr. Hubertus 
J. van Mook, (pronounced van-moak), at 
51, the most widely known of the younger 
Dutch experts on the Indies. 

Since October 1945, Dr. Van Mook, as 
principal negotiator with the native peo- 
ples, has concentrated ‘on finding a basis 
on which operating order could be re- 
stored in the Indies. Outwardly, he has 
little to show for his intensive efforts. But 
one of his favorite stories concerns a 
tortoise which found itself among a large 
number of animals dancing along a sea- 
shore. The other animals asked the tor- 
toise why it did not dance. The tortoise 
replied: “I have been dancing all the 
time under my shell; you would be sur- 
prised if you saw how well I danced.” 

Queen Wilhelmina’s new Government 
under Premier Louis J. M. Beel acknowl- 
edges the urgent need of a political set- 
tlement which would get the 70 million 
people of the Indies back to peaceful 
work. The Government’s approach, how- 
ever, has to be shaped largely by the ex- 
perience of Dr. Van Mook and his reports 
from the Indies. 

{| The Dutch position in the Indies is ex- 
tremely difficult. 

Under the terms of a Dutch offer, a 
native republic, centered in Java, would 
be recognized within a Commonwealth of 
Indonesia and the latter, in turn, would 
be partner with other overseas territories 
in the Netherlands Kingdom. 

At the end of last April, Dr. Van Mook, 
assisted by Lord Inverchapel, now British 
Ambassador in Washington, came close to 
getting such a solution ratified both by 
native leaders and by the Dutch Govern- 
ment. Their success was only temporary. 

Beneath the negotiations there are 
strong disruptive forces. Sutan Sjahrir, 
the principal native bargainer with. Dr. 
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DR. HUBERTUS J. VAN MOOK 
Peacemaking equipment is extensive 


Van Mook, is a moderate and is only 
nominally Prime Minister of the as yet 
unrecognized republic. Behind Sjahrir 
there is Achmed Soekarno, who is called 
the republic’s President, and to the left 
of Soekarno is a formidable group of ex- 
tremist agitators who want outright in- 
dependence and favor a campaign of ter- 
rorism if necessary. 

On the Dutch side there is both re- 
sentment and chagrin. The bad feeling is 
due partially to harsh treatment of thou- 
sands of Netherlanders, interned in war- 
time by the Japanese and later gradually 
freed from the custody of native poli- 
ticans and armed bands. Another strong 
complaint is that the initial Allied reoc- 
cupation in September 1945 by the Brit- 
ish in the absence of sufficient Dutch 
strength was mishandled by the British 
command. 

At present, the Dutch and the with- 
drawing British forces have only “foot- 


helds” on the fringes of the main islands 
such as Java and Sumatra. Nearly 20.000 
Dutch refugees remain in the handy of 
the natives. Japanese troops are being 
gradually repatriated. The whole econ- 
omy of the Indies is paralyzed. 

4; Dr. Van Mook’s equipment for his big 
job of peacemaking is extensive. His off- 
cial title is Lieutenant Governor-General 
of the Indies, but in the current emerg- 
ency he also is acting Governor-General. 

In appearance, Dr. Van Mook is an un- 
usually large man, blond and _ bespect- 
acled. He was born in Java, and is the 
scholarly son of two schoolteachers. He 
is equally proud of his birthplace and of 
the university degrees which his econom- 
ic studies have brought him. 

After being educated in the Nether- 
lands Dr. Van Mook took special courses 
at Stanford University in California. He 
began his public career in the civil service 
of the Indies and later edited a weekly 
newspaper and sat in the legislature at 
Batavia. 

Dr. Van Mook began to get ahead in 

earnest in 1934 when he entered the 
Department of Economic Affairs of the 
Indies. He immediately had an inside 
view of important economic negotiations 
between Japan and the Indies. For the 
Indies were beginning to apply strong 
protective measures to resist Japanese ef- 
forts to dominate import markets. 
‘| The danger ahead for the Indies was 
clear to Dr. Van Mook. The rich islands 
had developed primarily as an agricul- 
tural country. Their scanty naval and air 
defense depended on equipment from 
abroad which was becoming increasingly 
hard to get. On one hand he had to avoid 
provoking Japan and, on the other, to 
deny Japan the raw materials necessary to 
her warmaking. For 18 months he suc- 
ceeded. 

Dr. Van Mook’s protracted bargaining 
with a long string of Japanese envoys in 
1940 and 1941 often is cited as a model 
of skillful economic diplomacy. His own 
explanation is far more modest and far 
more simple. He explains that he did not 
gain time by Machiavellian craftiness or 
by the American slang he favors, but by 
a sturdy perseverance coupled with pa- 
tience and courteous candor. At the con- 
ference table the Indies yielded nothing. 

The Netherlands Indies went to war 
against Japan immediately upon learning 
of the attack on Pearl Harbor and Dr. 
Van Mook came to Washington to confer 
with President Roosevelt. When the Japa- 
nese swept southward through the 'ndies, 
he was one of a dozen officials ordered to 
fly from Java to Australia by the Nether- 
lands Government. The four years of war 
he spent largely in London and Wash- 
ington. 

Dr. Van Mook has an abiding optim- 
ism. In the midst of his postwar negotia- 
tions, he writes long letters to American 
friends about how he thinks unemploy- 
ment can be averted once the Indies are 
again a going concern. 
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Life Around the World 
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Venezuela is the land of the four ‘B’s--- 


Bullfights, Boxing, Baseball and Bolivars 


CARACAS 
ULLFIGHTS AND BOXING, baseball and 
bolivars, Venezuela is the land of 
the “B’s.” The bolivar is the Venezuelan 
dollar, but no one ever refers to it as the 
bolivar—it is simply called a “B.” And 
al things, or so it would seem, are meas- 
yred in relation to a “B.” 
Ask anybody if Jose or Pedro is a good 
worker and the reply always comes back: 
‘Well, he earns 12 B’s a day.” It’s the 


‘lame with distances—ask how far it is 


into town and no taxi driver will know 
the distance but he'll promptly tell you 
it will cost 5 B's. 

“B” could also stand for a “buck” for 
aNorth American, but it takes something 
ss than an hour to realize that, while 
the U.S. dollar may be of great value 
throughout other countries in the West- 
em Hemisphere, here in Venezuela it 
amounts to almost nothing. 

In contrast to other countries, where 











there is always a great demand for U. S. 
dollars, Venezuelans show little interest. 
Once the U.S. dollar exchanged for 7 
bolivars, but today the same dollar will 
buy only 3% bolivars—and single dollar 
bills are not worth even that. Judging by 
the speed with which a bolivar can get 
away from you, you wonder what value 
even the “B” has. 

To give you an idea of why a “B” 
wont stay with you any longer than it 
takes to pronounce the letter, here are 
some prices: 

Butter—4 Bs a pound ($1.21); eggs— 
3.75 Bs a dozen ($1.12); oranges—4 Bs 
a dozen ($1.21); small can evaporated 
milk—1 B (30 cents); bread, 
small loaf—1 B (30 cents); 
sugar—about 15 cents a pound; 
ham (standard)—14 Bs a kilo 
($4.20), crude ham—12 Bs a 
kilo ($3.60); U.S. cigarettes— 
2 Bs a pack (60 cents). 

These prices are tough on 
tourists and those who are com- 
ing to spend only a few weeks 
in Caracas. Resident aliens 
have an easier time—salaries 
are high and living allowances 
granted by foreign concerns 
are liberal. 

For those Venezuelans with- 
out work, the high prices rep- 
resent considerable hardship, but they are 
not too bad on those who are lucky enough 
to have jobs. Stenographers, for instance, 
here make as much as $400 a month and 
the cheapest laborer in the country is 
paid $3.00 a day—the minimum. 

Despite the fact that Venezuela is lit- 
erally bathed in oil, transportation is far 
from inexpensive. The cheapest taxi fare 
is 3 Bs (90 cents), and the average ride 
costs 5 Bs ($1.50). 

The high prices, however, apparently 
worry no one. Everyone seems to take 
them philosophically and to accept the 
situation as an accomplished fact. Taxis 
are always busy and the hotels and the 
restaurants are jammed to capacity. Club 
dinners at hotels and restaurants average 
around 15 Bs ($5.00). 

Despite the great amount of money 
in circulation and the very large North 
American colony, night life in Caracas 
is virtually nonexistent. The city has sev- 
eral shows but nothing to compare with 
those in Havana, and there is not one 
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single night club of any consequence. 
The one that Caracas had was sacked 
last October during the revolution. The 
result is that Caracas is a dead town 
after 9 oclock at night. 

Even though Caracas after dark is 
hardly more exciting than many very 
small towns in the U.S., it still is the 
capital of the country and as such is the 
Mecca of Venezuelans. 

Venezuela is really divided into four 
parts—the central plateau region; the Ila- 
nos; the Orinoco Valley; and 
the Andes. Caracas is in the 
central plateau region and is 
one of the most healthful spots 
in the whole country. In the 
Andes the altitude runs to 12,- 
000 feet and the climate is cold; 
the Ilanos are hot and malaria- 
ridden; the Orinoco is wild and 
lonely. In comparison, there- 
fore, Caracas truly is a Mecca. 

Nighttime Caracas may be 
dull and uninteresting, but 
daytime Caracas is something 
else again. The Venezuelans 
like sports and go for them in 
a big way. 

Baseball is by all odds the most popu- 
lar sport in the country. This year a 
league was organized for the first time 
and some games drew as many as 15,000 
persons. One team, the Caracas Brewery 
nine, imported Vernon “Lefty” Gomez. 
the former New York Yankee pitcher, as 
manager. With a name like Gomez—he 
of dictator fame in Venezuela—the natives 
thought that here was one North Ameri- 
can who could really speak Spanish. 
“Lefty's” Spanish, however, amounted to 
six words—Si, Si, Si, No, No, No. 

Officially, Venezuelan baseball _ is 
played according to U. S. rules and the 
fans are pretty much the same—with one 
exception. When U. S. fans scream at 
the umpire—“throw the bum out,” “kill 
him”—they are just letting off steam. But 
here in Caracas when fans yell it they 
mean it, and more than once during the 
season the Army has had to protect the 
umpires. 

One of the most rabid baseball fans 
is Romulo Betancourt, President of the 
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Revolutionary Junta that has been in 
contro] of the Venezuelan Government 
since the revolution of last October. 

Bullfights, boxing and English football 
are the other principal sports. Caracas 
has two clubs for golf and tennis, but no 
public courses exist so that these sports 
are restricted to the moneyed class. 

Construction is going on everywhere 
and keeps traffic in a constant jam in the 
city proper. New suburban sections are 
being opened up all the time. There 
seems to be no shortage of construction 
material. 

All day and all night trucks drone up 
the steep road from La Guaira, on the 
sea coast, to Caracas, carrying building 
materials that came from the U. S. Only 
recently the Government lifted controls 
on tires because of expected large ship- 
ments from the U.S. Nor are new auto- 
mobiles anything of an oddity in Caracas. 

Walking in Caracas represents one of 
the most difficult and most dangerous of 
all endeavors. The streets are narrow and, 
with few exceptions, carry two-way traf- 
fic. The police have attempted to elim- 


inate some of the noise by a traffic 
regulation forbidding use of a regular 
automobile horn. Instead, the old type, 
where you press a rubber ball and get in 
response a squeaky “honk honk,” is the 
vogue. 

The narrowness of the streets may pro- 
duce dangers, and the falsetto horn may 
produce a rhythm of discordant melody, 
but the inevitable and excited curbstone 
political gabfests have not been affected. 
You can find them going ful blast on 
any and every corner. The loudest talkers 
are the Communists who invariably are 


gravely concerned over something the 


U.S. has done—or hasn't done. 

When former President Hoover was 
here on his inter-American food survey, 
for instance, the Communists went about 
chanting: “Has Mr. Hoover come as a 
Good Neighbor or as a Yankee Imperial- 
ist?” 

But, from Communist or Socialist, from 
Liberal or Conservative, a blast against 
“Yankee Imperialism” is always good to 
get an audience. 

W. G. G. 


Postwar Paris finds American housing 


makes a better show than Goering’s art 


PARIS 

be: GAY PARIS in this second year 

of no war, but stil] no peace, is a 

city ill at ease. As such, it probably re- 

flects faithfully the current mood of 
France and of much of Europe. 

Paris today is a city where a visitor 
can buy the finest meal, comparable with 
before-the-war French food, for around 
$10; while most of the inhabitants get 
along on about 1,400 calories of food 
energy a day, although officially their 
theoretical ration calls for 2,100 calories. 
A third of the food they consume now 
comes from black market purchases. 

While Parisians watch the dual spec- 
tacle of the Big Four Foreign Ministers 
struggling to settle the fate of the world 
and their own officials laying the founda- 
tions of the Fourth Republic, they pay 
a dollar a pound for sugar because it isn’t 
available at the official price of 10 cents. 

Frenchmen know that a man’s suit, for 
instance, has an official price of around 
$40, but they shrug their shoulders and 
say, “Just try and get one.” If you really 
want a new suit you must pay close 
to $75. 

The demand for the things necessary 
to live makes Paris react like all other 
cities. Rationing regulations require that 
no articles of clothing be sold without 
clothing coupons. No bread is supposed 
to be sold without bread tickets. But if 
you want to buy clothing and lack cou- 
pons, the store manager will sell you 
coupons, then sell you the clothing, ac- 
cepting the coupons back again. If you 
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want bread and haven't the tickets, all 
but a few restaurants will supply it, at 
a slight extra charge, of course. 
Exhibitions of various kinds are as- 
sisting in providing entertainment and 
sight-seeing. One of the most popular 
is one sponsored by the American In- 








formation Office and the French Ministry 
of‘ Reconstruction. It shows American 
techniques in housing, especially pre- 
fabricated housing. Large crowds daily 
marvel open-mouthed at American bath- 
rooms, American kitchens, and housing 
developments. 

Just across the street is an exhibit of 
the masterpieces of French painting. A 
few blocks away is an exhibit of British 
masterpieces, and next door is a collec- 
tion of looted art, formerly Hermann 
Goering’s. The housing show draws the 
best. 

One old gentleman coming out of the 
plywood prefabricated house was heard 
to remark: “They are just fly traps.” 

But his wife didn’t think so. She ad- 
mired the large windows that let in 
floods of sunlight, and the conveniences 
almost unknown in French homes. 

Two workmen were impressed with 
the portable shower unit, and particu- 
larly with the sign announcing that such 
a shower unit would cost an average 
American workingman two days wages, 
Here it would cost at least two weeks’ 
pay. 

The most frequent question asked is: 
“Where can I buy a house like that?” 
Many folks at home would like to know 
the answer to that one, too, — 

Cafe life in once very gay and pleas- . 
ant Paris is now a little sad. When you 
order coffee you get no sugar. The beer 
is almost plain water. And few of the 
ordinary Frenchmen can afford to spend - 
their francs any more for the luxury of 
sitting on a cafe terrace. Salaries and 
wages have increased (a miner today 
makes about $85 a week), but the cost- 
of-living index has risen 65 per cent. The 
actual increase is unquestionably much 
more. All of this, of course, plays a very 
important role in political affairs. 

But Paris is still a magnet for pleasure 
lovers and expatriates. In the streets, 
cafes, and night clubs you see well- 
known faces, including the Duke and 
Duchess of Windsor walking their dog 
on the Rue de la Paix. 

All the theaters are crowded, with the 
public preference seeming to be for bed 
room farces. The current review at the 
gay and naughty Folies Bergere is one 
of the most lavish staged in recent years, 
But there has also been a curious trend 
toward plays that have as their motif 
the futility of life. Only a few have been 
good and are still playing, but there have 
been a considerable number, all on the 
same pessimistic theme, which have 
opened for short runs. 

The soldiers are gone, and the postwar 
tourists haven’t yet arrived. 

The war is over, but peace hasn’t re- 
turned and there's a great deal of talk 
and bother and shortages and high prices 
and wonder as to what the future holds. 

Meanwhile Paris marks time and tries 
to keep herself alive. 

G. B. 





FLOOD CONTROL work on the Yellow River (“China’s age and causing recurrent famines, already has been started 
Sorrow”), which floods each year, spreading death and dam- by UNRRA with American engineers and equipment. 


MILLIONS OF CHINESE, like these refugee chil- 
dren, always need food, are poorly clad, need help. 


CHINA BEGINS TASK 
OF MODERNIZATION 


Even when China, torn by civil war, achieves peace, it faces one 
of the world’s greatest problems in rehabilitation and reconstruc- 
tion to provide for its 460 million people. The Chinese were em- 
barked on a .vast reconstruction and industrial and agricultural 
expansion program when the Japanese, on July 7, 1937, struck in 
Manchuria, starting what became World War II. In the nine years 
since then not only have all plans and work been held up, but 
widespread damage has been done to those ambitious beginnings. 
Now the Chinese must repair the ravages of war and again under- 
take the gigantic task of building a modernized China able to 
cope with its own growing internal problems and its new place 
in the world. For that task China needs and seeks help, particular- 
lv from the United States and UNRRA, in financing, technical 
assistance, and machinery and equipment. The U. S., which al- 
ready has loaned China vast sums, has made a conditional offer 
of a 500-million-dollar loan to be effective when the Nationalists 
and Communists achieve a peaceful settlement that will permit 
reconstruction to begin. 
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CHINA PLANS to dam the Yangtze River with the world’s and Interior Department engineers, to provide flood control, 


biggest concrete dam, designed by U.S. Reclamation Bureau _ navigation, irrigation and electric-power benefits. 


6 
’ 


MODERN FARMING methods and mechanized equipment, ly to aid in solving China’s perpetual food problem, by in- 
replacing ancient wooden plows and hoes, are expected great- creasing production of grains, beans, vegetables and meats. 
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FOR CENTURIES the Chinese have done practically every- Great Wall of China, and, since then, their cities and vil- 
thing by slow, toilsome hand labor. By hand, they built the lages, roads, bridges, canals and waterways, and railroads. 


—_— 


UNRRA; needs and wants more to speed reconstruction, 
build badly needed highways, railways, industrial plants. 


CHINA NOW is getting some modern machinery and con- 
struction equipment from American Lend-Lease and from 
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THE OLD: “ironing” a roll of finished cloth with an ancient THE NEW: a coolie uses an American pneumatic drill to cut 
stone roller, a monotonous job by leg-power. stone for the Yellow River control project. 


COMMUNICATIONS: Extremely limited telephone, tele- men trained by the U. S. Army. China’s production of cotton 
graph and electric services will be improved by these work- cloth will be increased by new and modern factories. 


40 ¢« WORLD REPORT 





ae 


SOAR 
me 





BOR 


Oe Boon oe 5 Bs. 








x a 3 PORE ER oY 
‘ AP UR 
Se 


eR i a ate ; 5 pine MES en 


TRANSPORTATION is one of China’s most urgent eco- ported to modernize and expand China’s limited railway sys- 
nomic problems. Until new cars and equipment can be im- tem, war-damaged cars are being rebuilt in Chinese shops. 


—Guillumette, Signal Corps, Department of Interior, Acme and UNRRA 


AMERICAN TRUCKS from Lend-Lease and UNRRA, also wheelbarrows to expedite river and harbor improvements, 
are aiding China’s transportation system by replacing ancient flood control and highway construction. 
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(Information from inside Russia is subject to censor- 
ship, so when a correspondent leaves that country and 
publishes his impressions, his writings are of transcendent 
interest to the outside world. 

(Brooks Atkinson, who served as Moscow correspond- 
ent to the New York Times from August 1945 to May 
1946, has just returned to the United States. 

(The New York Times has granted World Report 

_ permission to reprint Mr. Atkinson’s three articles giving 
his impressions of conditions, political and economic, 
inside Russia today. The articles in full text are presented 
below.) 


By Brooks Atkinson 


N THE ATTEMPT to establish workable relations with the 
I Government of the Soviet Union, we have to abandon 
the familiar concepts of friendship. Friendship, in the sense 
of intimate association and political compromise, is not wanted, 
is not possible and is not involved. For the Soviet Government 
“apparatus, as the Russians use the word, is a _ political 
machine; and human approaches, like those implied in the 
word “friendship,” are wide of the mark. 

On the whole, the Russian people are admirable people— 
genuine, hard-working and practical. You can trust their 
strength, native intelligence and courage. But between us 
and the Russian people stands the Soviet Government. Despite 
its sanctimonious use .of the word “democracy,” it is a totali- 
tarian government. The familiar dictatorship of the proletariat 
is actually the dictatorship of the 13 members of the Politburo 
of the Communist Party. 

There are no freedoms inside the Soviet Union. As far as 
I know, the Government is not imposed on the people against 
their will, nor is it a corrupt Government that puts the per- 
sonal interests of any one group ahead of what are regarded 
as the true interests of the state. Despite many internal 
disorders and disloyalties, like the factory frauds recently 
penalized and the treason of large groups in the Crimean 
and Chechen-Ingush Republics, my impression is that the 
people of the Soviet Union generally trust and respect the 
wisdom and integrity of their leaders. Like people every- 
where, including the United States, the people of the Soviet 
Union are getting the government they deserve. 

But, by nature, the Government is a machine for generating 
power inside the Soviet Union and as far outside as the 
power can be made to extend; and all attempts to deal with 
it in terms of friendship are doomed to failure. Although we 
are not enemies, we are not friends; and the most we can 
hope for is an armed peace for the next few years. 

Where our interests lie, we have to apply equal power 
in the opposite direction. This is the most reactionary method 
of arranging world affairs. But the spirit of the Soviet Govern- 
ment is fundamentally reactionary, as its attitude toward 
defeated nations and the behavior of the Red Army in Man- 
churia suggest. Accustomed to the use of force inside the 
Soviet Union, the Soviet Government instinctively thinks in 
terms of force in its external affairs. 

Westerners who have seen that force in action are shocked 
by the- mechanical power with which it crushes opposition, 
builds political bases and pushes people around. It recognizes 
no margin of tolerance between those who have submitted 
to it and those who have not. Without tolerance, there can 
be no friendship in the Western democratic sense of the word. 

Why are the Russians so difficult? There are a great manv 
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reasons. One reason is that their leaders have come up the 
hard way as professional revolutionaries trying to win power 
in a hostile environment, and they still believe in the methods 
that succeeded in 1917. In the Czarist state, which was also 
a tyrannical, police state, the professional revolutionaries 
maintained their organization by submitting to an austere 
discipline; and they developed to a high degree the technique 
of activity in secret. Vigilance and discipline got them to 
power; they believe that both are necessary to developing 
power today. 

Among other things, they agreed to the vicious doctrine 
that the end justifies the means—which, incidentally, may 
be the reason why the first Socialist state in the world has 
not released the workers from slavery but has reduced them 
to totalitarian slavery that includes the mind as well as 
the back. 

The revolution was created in an underworld of planning, 
strategy, deceit, secrecy and violence. Since, by force of 
circumstances, the revolutionaries are not lawbreakers now 
but are lawgivers, they can afford to relax, and they do. But 
much of the old tradition survives. They still conduct the 
affairs of state in secret. Soviet citizens have no more informa- 
tion about the current affairs of the Soviet Government than 
foreigners do. 

In some cases, they have less, because information that 
is not commonly known inside the Soviet Union leaks out 
through foreign channels. Although the most violent period 
of the Soviet revolution has probably passed, a streak of 
violence persists. No one knows how many million political 
prisoners are now living in jail or in exile. The estimates run 
all the way from 10,000,000 to 15,000,000. No government 
in the world has so many internal crises and problems to 
face as the Soviet Government, which must conduct an 
industrial revolution simultaneously with its political revo- 
lution, and educate its people swiftly and effectively. 

To survive, it believes that it must be free to conduct its 
affairs in secret and to act swiftly, by force if necessary. It 
naturally carries the same psychology into the satellite states, 
where people are less used to that kind of treatment from 
a foreign source. In our relations with the Soviet Union, 
we are dealing with men who have been conditioned in this 
revolutionary environment—some of them as active partici- 
pants, all of them as adherents. 

In view of the success of the Soviet Government inside the 
huge area of the Soviet Union, it is a little difficult for 
foreigners to understand the feeling of insecurity that the 
Soviet leaders have. Premier Stalin is probably the most 
heavily guarded person in the world. Every Soviet citizen, 
as well as every foreigner, has to carry with him at all times 
his passport and personal identification papers, and he has 
to make frequent use of them. What we regard as wartime 
security methods are the daily security methods of the Soviet 
Union. To get to the Red Square for a celebration, you have 
to show your special pass and ordinary passport to eight 
guards, all of whom read it thoroughly and compare the 
photograph with the bearer. 

No foreigner knows much about what goes on throughout 
the length and breadth of the Soviet Union. As Paul Win- 
terton has expressed it, there are only varying degrees of 
ignorance about the Soviet Union. But I know of no active, 
organized opposition to the Government, although it is ru- 
mored that “certain circles’ (a common Soviet newspaper 
phrase) in the Ukraine are restless and need watching. 
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“Certain circles” there are said to believe that they have 
paid too high a price for the war and, no doubt irrationally, 
hold the present Government responsible for their disasters. 
The imposing Communist headqvarters in Odessa was burned 
last December in a fire that is thought to have been sabotage. 
There is active anti-Semitism in the Ukraine. In other parts 
of Russia, not all the Moslems are satisfied with the Central 
Government. But the Central Government should be able 
to cope with dissident groups. As far as a foreigner can tell, 
the Soviet leaders are in a strong position. They have led 
their people to a remarkable victory over an efficient, modern 
foe; and the Communist Party is naturally taking full credit 
for winning the war—in various degrees ignoring the contri- 
butions the other Allies made to the defeat of Germany, and 
taking credit for the knockout blow against Japan. 

Apart from normal grumbling about the hardness of living, 
the people seem to believe in their Government. But it is 
not in the nature of men like members of the. Politburo to 
feel secure. As leaders of a backward, poorly fed, loosely 
organized country that is trying to lift itself by its bootstraps 
in a hurry, they have many unpleasant duties to perform and 
many labors to lay on the backs of their people. No doubt 
they feel that the circumstances require that they have free- 
dom to act at the top without criticism, opposition or obser- 
vation. Although their motives may be above suspicion, they 
behave instinctively like conspirators. Their behavior abroad 
is the same as it is at home, except that they do not have 
abroad the protection of a controlled. press and the means 
of silencing opposition. 

Part of our difficulties with the Soviet Union is owing to 
the ignorance of the Soviet leaders. Very few of them have 
been outside the Soviet Union. After many years of isolation, 
and also some bitter experiences with foreign countries, they 
have developed a phobia about the rest of the world. The 
spirit of the Soviet Government is .antiforeign. Ever since 
the bloody purges of 1936, there has been a nameless terror 





about foreigners, who are regarded as spies and enemies of 
the Soviet Union. 

Association with foreigners and active interest in foreign 
countries has in some vague way come to be regarded as 
treachery to the Soviet Union. Even the leaders are not 
immune. Leaders who get on too well with foreigners or 
who rationalize foreign points of view are treading on dan- 
gerous ground. They may find themselves in the doghouse 
before they know it. 

Even Mr. Stalin, who is regarded as having more common 
sense and balance than most Soviet leaders, does not under- 
stand freedom or democracy. In addition to his training in 
the doctrines of Marxism, he probably develops his ideas 
about foreign countries from prejudiced and incomplete infor- 
mation supplied by Soviet diplomats and journalists. 

The Soviet leaders are the victims of their isolationism. 
Although they have access to an enormous mass of informa- 
tion from abroad, they lack the experience to analyze it. 
Having lived all their lives behind the “iron curtain” (a mar- 
velously apt phrase), they cannot meet foreign problems 
or foreigners on what we regard as a normal basis. Contact 
with foreigners has in many ambiguous ways acquired the illu- 
sion of guilt. Since the peace of the world is at stake, the pity 
is that so many of our day-to-day frictions are unnecessary. 

After the Moscow Conference of last December, many 
foreigners believe that the Politburo made a deliberate de- 
cision to return to the status quo ante bellum and to regard 
foreign nations with a capitalist economy as inevitable enemies 
of the Soviet Union. Whatever the sincerity of such a point 
of view may be, it obviously creates inside the Soviet Union 
an atmosphere that is easier for a dictatorship to dominate. 
It is easier to rule a people who believe that a hostile world 
is organizing to exterminate them. As we have learned by 
our own experience during the war, people work better when 
they believe that they are working to save-their national life. 


People Live in Dull Isolation 
Because of Political Strait Jacket 


HE ATMOSPHERE OF MOSCOW is abnormal. All normal com- 
"eee being cut off with the outside world, the intel- 
lectual climate is stagnant. Behind the iron curtain of censor- 
ship, the emotional reactions to rumors and also to facts are 
neurotic. When news is removed from its normal background 
in the day’s events and manipulated for the purpose of con- 
ditioning opinion, specific items often come as a shock. 

The report of Mr. Churchill's speech at Fulton, Mo., was 
not published in the Soviet Union for a few days, presumably 
while the Soviet leaders were deciding how to handle it. 
When finally they did publish it, with simultaneous political 
comment, Moscow received it hysterically as if the atomic 
bombs might start dropping before midnight. Where there 
are no safety valves to let off pressure every day, the emo- 
tional explosions are sudden, swift and disturbing. 

After the shattering experience of two world wars, we are 
all familiar with the arguments for political and commercial 
internationalism as the only means for avoiding military 
catastrophes. But Moscow also illustrates the necessity for 
intellectual and cultural association on a world scale. There 
are no new ideas in Moscow. All the old ones are reiterated 
with stupefying regularity. All the newspapers say the same 
thing in almost the same way, usually on the same day; 
with some refreshing exceptions, every man writes like every 
other man. 

During the long, enervating periods between microscopic 
changes in the official party line, even a foreigner could 
write a Soviet political article that could hardly be distin- 
guished from the genuine polemics that appear in Pravda, 
Izvestia and the New Times. The prolonged policy of barring 
foreigners from Russia, of isolating the few who do creep in, 
of restricting their movements in the country and of censoring 
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news and suppressing it has created a bloodless, old-fashioned, 
petit-bourgeois culture that is colorless and conventional. 

Since I know nothing about science, I have unfortunately 
no way of judging the results of one of the most industrious 
activities of the Soviet Union, although I do know that the 
general level of medical practice is low. But, from personal 
observation, I feel competent to report that the general level 
of theater, art and music is low—and I suspect that many 
writers, actors and musicians realize it. On the whole, there 
is no vitality in the arts; they are reactionary and moribund. 
Under the dead weight of political control, there is little 
opportunity for individual enterprise and experiment. 

It would be logical to expect a new society, such as the 
Russians are trying to create, to be daring and bold in the 
arts. But it seems to me that Soviet art contains just as much 
hokum and bathos as ours, without producing occasional 
works of originality that compensate for the failures. The 
combination of isolationism and totalitarianism has resulted 
in the death of new ideas. 

In an abnormal climate of this kind, group aberrations 
flourish. And it seems to me that the most conspicuous and 
also the most irritating abnormality in Soviet leadership is 
a group paranoia. The leaders imagine that every man’s 
hand is against them; they imagine that they are surrounded. 
And, of course, there is no more certain way of arousing first 
the bewilderment, then the contempt and finally the enmity 
of other nations. In view of the size, strength, courage and 
inexhaustible resources of the Soviet Union, this phobia 
about being trapped and cramped would be hilarious, if it 
were not so troublesome to foreigners who want to find 
some way of getting on with the Soviet Union. 

As far as danger from abroad is concerned, the United 
States, with its highly integrated economy, is more vulnerable, 
even with the atomic bomb in the cellar. But differences of 
opinion and differences of interest in international affairs are 
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interpreted by the Soviet leaders as aggressive hostility to 
the Soviet Union, for that is how they would interpret dif- 
ferences of opinion and interest inside Russia. A Soviet citizen 
who opposed a Stalinist policy would be removed from 
society as an enemy of the state. The area of tolerance is 
invisibly thin. 

In America, there is a kind of old wives’ tale to the effect 
that the leaders of the Soviet Union are shrewd, cunning 
and realistic men who always know from one moment to the 
next where they are going. But I suspect that they are rather 
commonplace men who have had no experience of democracy 
at home and are confused by manifestations of democracy 
abroad. After successfully destroying differences of opinion 
at home for the holiest Marxian reasons, they instinctively 
regard differences of opinion abroad as treachery to the 
Soviet Union and to the common people. Marxianism is a 
splendid science that has purged itself of the unscientific 
spontaneity of human nature. 

The most formidable impediment to amicable international 
relations is the basic fact that the Soviet Union is a Socialist 
state developing and expanding in a capitalist world. Accord- 
ing to the Communist Party line, the Soviet is not secure 
from aggression so long as capitalist countries like the United 
States and Great Britain also hold dominant positions in the 
world. Russia in the past has maintained workable relations 
with capitalist countries, including Nazi Germany when Hitler 
was fighting in the West. 

But the party line has now reverted to the theory that 
“monopoly capital,” as the Soviet writers invariably describe 
it, is Fascist, is preserving the centers of fascism and is bent 
on the destruction of socialism. Since, according to Marx, 
“monopoly capital” is also destroying itself, there seems to 
be quite a lot of destruction going on, and the atomic bomb 
is obviously superfluous. 

In the meantime, the United States is portrayed in the 
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Soviet press as a violent, imperialistic nation that is extend- 
ing its power throughout the world and is trampling on the 
rights of small nations, and the “monopoly capitalists” in the 
United States are portrayed as thwarting the “broad masses 
of the peace-loving peoples of the world,” which is another 
daily idiom of the Soviet press. 

During my 10 months in Moscow, I never discovered in 
a newspaper or magazine any reference to the United States 
suggesting that, like the Russians, we also have creditable 
characteristics. Great Britain is portrayed in a baleful light, 
despite the fact that socialism has come to power at one 
time or another in England, New Zealand and Australia. 
This latter fact might throw some doubt on the theory that 
the trouble lies between socialism and capitalism. Perhaps 
the trouble lies elsewhere. 

After my tour of duty in Moscow, I prefer the western 
type of capitalism because it is more interested in individual 
men and women and places a high value on human freedom. 
The preservation of human freedom was the cause of the 
war; it remains the paramount issue in world society. Social- 
ism is a rational approach to the problems of the world. 
And, as we are likely to find out in Britain, socialism does 
not necessarily involve the destruction of human liberties. 

In the case of so vast and varied a country as Russia, 
which has many nationalities to group together, socialism is 
probably the only system that can open the way to material 
progress. If there were any way of distinguishing between 
Soviet socialism and Seviet totalitarianism, every man would 
watch with interest and hope the development of socialism 
inside Russia for the light it could shed on the problems 
of the rest of the world. 

As a matter of fact, every thinking man will watch it with 
interest because, whatever else may be true of Russia, the 
achievements of socialism there so far have had the most 
profound effect on the rest of the world. People everywhere 
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profoundly want to believe that some economic system is 
ideal, and, knowing nothing about the misery of life in Russia, 
they want to believe that Soviet Russia has found the ideal 
solution. By our standards, the Soviet Union so far has not 
solved any of the problems of freedom—including freedom 
from want and freedom from fear. 

To anyone who is attracted by the theory of socialism, the 
police regimentation of the Soviet people is not only dis- 
illusioning but frightening. But again, in my opinion, socialism 
in itself is not the source of the trouble between the Soviet 
Union and the United States and Great Britain. Other things 
being equal, the two Western democracies could get on with 
the Soviet Union more profitably than Nazi Germany did 
during the period of the fraudulent pact of friendship. 
Indeed, I expect that they will. 

But that is not the point of view of the Soviet leaders. 
They regard themselves as custodians of the future of the 
world. In their opinion, everything is going their way; as 
leaders of a Socialist state with a Communist goal, they 
regard themselves as the advance agents of manifest destiny. 
In Poland and the Balkans, they believe that they are helping 
manifest destiny along, although the resistance is terrific 
from the “unenlightened,” who are in the vast majority. 

In their current relations with the Governments of the 
United States and Great Britain, the Soviet leaders are not 
certain that they are dealing with the true representatives of 
the “broad masses of the peace-loving peoples.” In their 
opinion, perhaps, these Governments are to one degree or 
another imposed on their people by political knavery, igno- 
rance, inertia and the trickery of “monopoly capital.” 

Perhaps the Soviet Government, which champions the 
people at the same time that it pushes them around, will be 
able to get behind the facade of the American and British 
Governments into more direct contact with the people through 
trade unions and political pressure organizations. And, to 
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continue looking at things from the point of view of the 
Politburo, perhaps the current representatives of the United 
States and Great Britain are only the old guard doomed to 
repudiation by the people when “monopoly capital” succeeds 
in cutting its own throat. 

Whether the Soviet Government and the Communist Party, 
which are virtually identical, are promoting revolutionary 
changes in the United States and Britain is not circumstan- 
tially known, although there is reason to believe that they 
are meddling in the politics of France by subsidizing and 
advising the French Communist Party. But one of the causes 
of Soviet Russia's tenacity in international affairs is that it 
regards socialism as the most stabilizing factor in international 
peace. Any deviation from Soviet policy logically becomes 
a threat to world peace by reactionaries who are defending 
a dying economic organization. 

For communism is not only a political science but a religion, 
and its conduct is governed by dogma as well as by reason. 
The believers have to accept it without reservation. This 
religious fervor underlies the Soviet attitude toward foreign 
countries, and is assiduously cultivated at home. The modern 
ikons are the heroic statues and portraits of Lenin and Stalin 
in every public building and the huge portraits of the minor 
prophets carried by the believing multitudes on holidays. 
On great occasions, the statues and images are decked with 
flowers or ribbons like the representations of the saints in 
the churches. 

The literary style of Soviet propaganda overflows with 
religious expressions of love, gratitude, high resolves and 
sacrifice for a future life. Moscow is not only the capital of 
Soviet Russia but the holy city of the Communist faith; and 
Lenin is the father and Stalin is the son. Since the Soviet 
Government has done so little to solve any of the human 
problems of living, the holy attitude it takes toward its 
mission in the world may seem ludicrous and fatuous. 

But the parish letters to the faithful, which are the leaders 
on the front pages of the newspapers, solemnly declare that 
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the Soviet Union is the most blessed nation in the world 
because it has embraced the one and only true faith, and 
that the future will overflow with love, joy and singing. 

When the Soviet representatives meet ours at the con- 
ference table they are in effect meeting the last tottering 
princes of original sin; and they cannot give way to us without 
yielding divine principle. That is one reason why the Russians 
are so difficult to get on with in pagan assemblies that do not 
worship Marx, Lenin and Stalin. 


Russians Wish to Maintain Friends 
Despite Their Air of Truculence 


TN ONE RESPECT, we and the leaders of the Soviet Union 
] heartily agree: That the maintenance of peace depends 
upon peaceable relations between them and us. In view of 
their many problems, their war weariness and the wounds 
of the war that have not yet healed, they are eager for peace. 
They know more than we do about the horrors of war. Al- 
though they do not give us much credit for our share in the 
victory, that is no reason why we should withhold from them 
credit and admiration for their magnificent war record. Nor 
should we forget for a moment that their people have suf- 
fered painfully and are suffering still. 

But, to eliminate as much as possible extraneous emotional 
factors, we should follow the Soviet leadership by ridding our 
minds of any assumption that peaceful relations are identical 
with friendship. Americans are likely to imagine that people 
in the rest of the world trust us, like us, envy us and probably 
want to borrow some money from us. 

Only the last of these things is true of the Soviet leaders. 
They do want to borrow money from us to accelerate the 
tempo of the current Five-Year Plan. Americans would prob- 
ably regard a loan to Russia as a gesture in friendship. The 
leaders of the Soviet Union would have no such sentimental 
feeling. 

Refusing a loan to them after making loans to Great Britain, 
China, France, Poland and other countries probably would be 
interpreted as an act of hostility on the part of a chaotic, 
irresponsible, spendthrift country dominated by reactionaries. 
Relief shipments to a country that has an antiforeign gov- 
ernment should reflect nothing more devious than the hu- 
manitarian impulses of the American people. The Russian 
people living in the areas devastated by the Germans sorely 
need help, get what is sent and are grateful for it. 

But it should not be expected that relief shipments will 
alter in any way the austere and detached attitude of the 
Soviet Government, which, as a matter of fact, would like to 
be in a position to provide for its people without foreign as- 
sistance. Russia's isolationism cannot be broken down by 
munificence from abroad. For any man with self-respect in any 
part of the world resents, if he does not actually dislike, 
Father Bountiful, who, to tell the truth, has a sort of smug 
expression. 

Father Bountiful cannot purchase friendship with his sur- 
plus food stocks and worn-out clothing; nor can Father 
Bountiful break down the stone wall of censorship or establish 
the free exchange of scientists, professors, artists and students 
or promote free travel throughout the Soviet Union by foot- 
loose Americans. 

All these things seem to us casual and normal and the only 
basis for mutual understanding. But it is a matter of deliberate 
policy on the part of the Soviet Government to eliminate for- 
eign influences during the period when it is trying to develop 
socialism in a conditioned climate. 

Although the Soviet Union is challenging the rest of the 
world, it cannot afford to compete with the rest of the world 
or let its people know that in the Western democracies 
people not only have civil freedoms, but very much high- 
er standards of living. The myth of persecution of the worker 
by “monopoly capital” would disappear if free associa- 














tion were permitted with the common people of the West. 
Despite all these impediments to pleasant and easy rela- 
tions—despite the truculence, the tenacity, the cries of perse- 
cution or the injured silences, despite the flamboyant retire- 
ments from unfavorable sessions of the United Nations—the 
Russians really do not want to lose friends throughout the 
world, nor build up resistance. They do not want to defy 
world opinion. Sometimes they are surprised by the vehemence 
of criticism from abroad. 

Accustomed to tyrannical police control at home, they are 
surprised when milder versions of totalitarian tyranny produce 
screams of protest in Poland and the Balkans and bellows of 
righteous indignation from such remote citadels of “monopoly 
capital” as England and the United States. Public opinion 
from abroad forced Russia to withdraw from Iran although 
there was nothing concrete then, and there ‘is nothing con- 
crete now, to prevent the Soviet from adding Iran to its 
satellite nations. Russia has the troops and the techniques to 
take Iran any time she wants to range the rest of the world 
solidly against her. 

In the flush of victory last autumn, the Russians opened 
a war of nerves against Turkey. Russia had enormous military 
strength in the vicinity, as she still has, and could have “liber- 
ated” Turkey from Turkish sovereignty, although not without 
fighting. But Turkey’s nerves were strong, public opinion 
abroad began to grow restless, and the United States, taking 
a bland part in the war of nerves, sent a powerful battleship 
to Turkey bearing the ashes of a former Turkish Ambassador, 
as well as a few unspoken implications. 

It would be foolish to assume that the Soviet has written 
Iran and Turkey off the agenda. Some day, the Soviet Govern- 
ment may be willing to pay the cost in world prestige, or 
consider that the price has fallen, for the whole Near East is 
shaky. But, at present, the Russians do not want to defy the 
rest of the world. 

From time to time during my stay in Moscow, I used to test 
the censor’s alertness by unobtrusively inserting the following 
sardonic remark into my dispatches: “The Soviet foreign 
policy is very human. The Soviets want to remain on good 
terms with the whole world and meet with no resistance any- 
where.” The censor was always keen enough to remove those 
mischievous sentences. It was a game we played; he was 
always the winner. 

In spite of the ironic phrasing, there is a decent trace of 
truth in that assertion. Matters of right and wrong are not of 
much consequence in power politics anywhere at any time. 
But at present the Russians do not want to let loose the whirl- 
wind that might blow up another war. 

In these articles, I have suggested some of the reasons why 
the Russians are so difficult to get on with in international af- 
fairs. If we are not friends, neither are we enemies. But 
whether we like it or not, we are competitors for influence on 
the rest of the world. Marxism is ultimately a program for the 
whole world. Being doctrinaire Marxists, the leaders of the 
Soviet Union naturally see our relationship in those terms, and 
we may as well keep the whole thing in perspective by looking 
at the future with their point of view in mind. 

There is no reason why we should feel complacent despite 
the backwardness of Russia and the low standards of living 
there. For Russia is potentially the most powerful nation in the 
world. She embraces a huge land mass that occupies the 
pivotal position between Europe and Asia. She has immense 
natural resources. She has comparatively unlimited man 
power. As a totalitarian government, the Soviet leaders can 
make highly effective use of their man power (which is also 
woman power), and their workers ought to become more 
efficient as time goes on. 

By and large, the Russian people are not only strong but 
decent, according to their standards of patriotism and devo- 
tion. The lack of what we regard as vital freedom does not dis- 
tress them, for they do not know what Western freedoms are. 

As a matter of personal faith, I believe that freedom is more 
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creative than dictatorship. Our record in the war, I think, 
proves it. Now that the war is over, there is no point in con- 
gratulating ourselves on our achievements in field and factory. 
But, at least, we have concrete evidence that under certain 
circumstances that threaten our freedoms the United States 
can organize and achieve a national goal. Although our man 
power is more limited than the combined man and woman 
power of Russia, it is still very large. 

We, too, have abundant natural resources, and our geo- 
graphical position is also strategic. In international competi- 
tion, our greatest asset is the high level of technical skill. Man 
for man, our population is infinitely more productive in the 
factory and on the farm. But in peacetime we are not organ- 
ized for maximum production. Many other human considera- 
tions come first. Nor can we guarantee our people economic 
security. 

It is true that there is no unemployment in the Soviet Union, 
although work is not in any sense a matter of individual choice 
and every job is immensely overmanned. In competition with 
Russia, which is a dynamic force in the world, we have to 
maintain our supremacy by growth that is also dynamic. We 
have to increase production and raise standards of living on a 
dynamic scale. Our basic problem is how to organize for maxi- 
mum production without infringing on the Bill of Rights. 

How thoroughly can we organize for the common good 
without curtailing human freedoms? Speaking as one Ameri- 
can citizen, I don’t know. What I do know is that the 
problem is there. 

After 10 months in Moscow, I started for home a month ago 
very low in mind. On a basis of personal experiences and per- 
sonal observations, I could see no prospect of cordial relations 
with the great power of Europe and Asia. To put it in the 
simplest terms, that is a pity because it would be pleasant and 
enriching to have friendly association with these pople. 

My wife and I traveled in a Soviet plane from an excellent 
modern airdrome in Moscow to Odessa, by way of Kiev. The 
plane was a Russian version of our Douglas transport; and 
contrary to what many Americans report about Soviet flying, 
the whole flight was managed with a high degree of skill, 
comfort and dispatch. We enjoyed the other passengers, as 
we always enjoyed being with any group of Russian people. 
They had a warm family feeling toward each other; and it 
reached out a little to include us. 
| Little courtesies were extended to us now and then; they 
proved that although we could not join the family, we were 
not excluded. These are small things, but they represent my 
experience with Russian people apart from officers of the Gov- 
ernment; and they confirm my belief that the Russian people 
are sincere and good-hearted. It is a pity, perhaps it will be a 
tragedy, that as a nation we have to live with the Russian 
nation in an atmosphere of bitterness and tension. But we 
have to. There is no other way. 
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MacArthur Foresees 
Five-Year Occupation 


General of the Army Douglas Mac- 
Arthur, in private conversations, is 
telling those people closest to him 
that he thinks the Allied occupation 
of Japan should last no longer than. 
five years. It is the first intimation of 
MacArthur's long-range view of his 
own job. The General, who controls 
occupation policies, believes five years 
will be sufficient to get Japan well 
on the way to democracy. 
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Here is the real story behind the 
theft of atomic-bomb films: The nega- 
tives stolen from an Army officer on 
a train in New York actually were bits 
of experimental film covering practice 
runs at a dummy target, not even the 
Bikini target fleet. The pictures were 
taken two weeks before the test. 
Probably the thief stole the brief case 
with no idea of what it contained. 


o 9o 90 


British business interests are quiet- 
ly but surely regaining the economic 
foothold in China that they lost to 
the U.S. after the war ended. In their 
campaign to return to a strong posi- 
tion in China they have the full and 
active support of the British Govern- 
ment and the Board of Trade. 


oo 98 


U. S. business interests are discour- 
aged by the outlook in China. They 
hold little hope for China’s industrial 
future, and many of the big American 
firms may soon give up the struggle 
to make things go in that country. 
There is private grumbling that the 
State Department has been of no as- 
sistance to U.S. interests trying to 
keep a foothold, and several indi- 
vidual enterprises already have been 
abandoned. 


oo 98 


Talk is increasing that the United 
Nations may reconsider its decision 
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to settle permanently in the United 
States. Delegates are complaining pri- 
vately to U.S. officials over the poor 
working conditions, housing difficul- 
ties and other inconveniences they 
find. Also, they don’t like the “Holly- 
wood premiere” atmosphere of the 
kleig lights and other trimmings that 
attend their deliberations. 
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Russian automobile plants operate 
at only 60 per cent of the efficiency 
of U.S. plants. That is the off-the- 
record estimate made by American 
labor leaders after a recent visit to 
Russian industrial centers. 
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Occupation authorities in the U. S. 
zone of Germany have started a quiet 
campaign to expel all German civil- 
ians who were not prewar residents 
of the zone as a means of reducing 
the drain on food supplies. Those who 
are not established residents of the 
zone will be given 90 days to get out. 
After that time they will be denied 
housing, ration cards and jobs. Under 
this program about 28,000 Germans 
will be sent into the French zone 
alone. One stumbling block to the 
U.S. purge program is that Russia 
will not take people from the Ameri- 
can zone unless the U.S. agrees to 
take an identical number from the 
Russian zone. 
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The French Communists are being 
ridiculed for their display of “bour- 
geois” tastes. Communist leaders are 
causing talk because they ride in the 
best automobiles and entertain in the 
same manner as did the frequently 
criticized officials of the prewar Re- 
public. 


U.S. Is Losing Favor 
As Home for the U.N. 


Although the Government of Presi- 
dent Juan Peron in Argentina has 
established close relations with Soviet 
Russia, some of his followers do not 
take kindly to the local Communist 
activities. Irritations erupted to the 
surface when a crowd broke into 
the Buenos Aires plant of La Hora, 
Communist newspaper, and smashed 
up the furnishings. The Communists 
blame the Nationalists, who are among 
the most determined of Peron’s sup- 
porters. Another trouble spot is the 
Army. Some high officers are dis- 
pleased with the people who are 
closest to Peron. 
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High officials of the National Gov- 
ernment in China are openly playing 
the U.S. off against Russia in their 
determination to keep American sup- 
port on their side. One Government 
official is saying that, if the U. S. with- 
draws military forces from China, the 
Russians might pick that moment to 
step into active support of the Chinese 
Communists in their fight against the 
Chiang regime. 
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A behind-the-scenes dispute is go- 
ing on between Australia and the 
U.S. over future Pacific air routes. 
American planes want to carry pas- 
sengers between New Zealand and 
Australia, but Australian lines say that 
will cut too deeply into their Empire 
trade. Meanwhile, the United States 
has not given Australians landing 
rights in Hawaii. Permission prob- 
ably will be held up until the tangle 
over Pacific air .routes is straight- 
ened out. 
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A Japanese film, “The Japanese 
Tragedy,” is being rebuffed by Tokyo 
theaters because of scenes critical of 
Hirohito’s war role. Three distributors 
refuse to show it. 
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MORE INFORMED SUPERVISORS 
MEAN LESS LABOR TROUBLE 


Yo 


“LABOR SUPERVISION’, 
dal-Malelolamacirbalelalmeltltol= 
for supervisors, and de- 
partment heads, Is pre- 
pared by the largest, 
most experienced staff 
of labor information spe- 
cialists in Washington. 


Write For Details TODAY 
On Your 
Business Letterhead 








America’s Favorite because it’s Mellow 


as ad Sunny Morning When you taste SCHENLEY Reserve, you will know 


why it is America’s largest selling whiskey. Its rich, smooth flavor comes of 


quality ingredients skillfully blended. Try SCHENLEY Reserve soon. Blended 


Whiskey ‘86 proof. 65% grain neutral spirits. Schenley Distillers Corp., N. Y. C. 
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